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Why  you  should— 
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SINGLE  ' 
INSTANCE 


BY  BEN  WORTHEN 
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The  worst  thing  to  do,”  says 
Rock-Tenn  CIO  Larry  Shutzberg, 
is  throw  away  what’s  working  in 
order  to  get  to  the  end-of-the- 
rainbow  utopia." 


Help  your  network 
feel  more  secure 
walking  around  the 
city  alone  at  night. 


MOBILE 

TECHNOLOGY 


IBM  recommends  Microsoft  Windows  XP  Professional  for  Business. 


Today,  75%  of  CIOs  surveyed  report  that  mobile  devices  greatly  increase  their  company’s  security  risk.'  Which 
means  that  when  your  employees  go  wireless,  your  company’s  intellectual  property  is  open  to  theft,  data  loss  and 
network  hacking.  So  what  can  you  do?  Get  the  most  secure  wireless  PCs  available.  Wireless  solutions  that  are 
the  most  secure  in  the  entire  industry.*  A  security  subsystem  that  works  with  Intel®  Centrino™  Mobile  Technology 
on  select  ThinkPad'  PCs  to  ensure  that  your  employees  stay  secure  and  productive.  Proactive  decisions  that  help 
keep  your  company  safe  -  and  ensure  your  employees’  mobility.  To  learn  more,  visit  ibm.com/pc/think 

Think  security  ThinkPad® 
ThinkVision™ 
ThinkCentre'" 


i  want  to 


Stop  thinking  about  the  threats  that  could  fill  my  network, 


start 


thinking  about  the  people  that  could  fill  this  space 


.  ' 


Start  growing  your  business  securely  with  Intrusion  Prevention  Solutions  from  McAfee  Security. 

With  a  powerful  combination  of  McAfee®  System  Protection  and  Network  Protection  Solutions,  McAfee  Security  does 
more  than  merely  detect  known  and  unknown  threats — it  actually  prevents  them.  From  the  desktop,  to  the  network,  to 
the  server,  the  McAfee®  Protection-in-Depth,M  strategy  and  our  proven  Intrusion  Prevention  technologies  provide  complete 
protection  for  the  enterprise.  So  you  can  spend  less  time  thinking  about  security  issues  and  more  time  thinking  about 
growth  issues.  Learn  more  today  at  start.mcafeesecurity.com 


Because  security  is  not  just  about  what  you  can  stop. 
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Extreme  ERP 
Makeover 

The  grand  ERP  vision  of  one  application  and  one 
database  for  everything  your  company  does  may 
finally  be  achievable.  But  does  that  mean  you 
should  rip  out  all  your  systems  and  replace  them 
with  a  single  instance?  Here’s  how  to  decide. 

By  Ben  Worth en 


COVER  PHOTO  BY  STAN  KAADY 


Rock-Tenn  CIO  Larry  Shutzberg  says  vendors  are  pounding  down  his 
door  to  sell  him  single-instance  ERP.  But  he’s  not  biting.  Find  out  why 
he  isn’t— and  why  many  other  CIOs  are— on  Page  64. 
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Textron’s  IT  consolidation  effort  is  a  political  and  leadership 
challenge  of  global  proportions.  Can  the  company  find  the 
right  mix  after  years  of  operating  independently? 

By  Stephanie  Overby 


“To  take  this  whole  flotilla  of 
ships  and  turn  them  all  around 
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enterprise  is  very  difficult," 
says  Phyllis  Michaelides, 
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By  Clayton  M.  Christensen  and  Michael  E.  Raynor 
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The  right  management  can  increase 

the  storage  capacity  of  your  existing  infrastructure. 


BrightStor®  Storage  Management  Software 

More  hardware  can't  solve  increasingly  complex  data  storage  problems.  That's  why  BrightStor  storage  management 
software  has  a  full  suite  of  products  to  manage  every  aspect  of  storage,  from  maximizing  capacity  to  easy  data  access. 
The  result  is  lower  cost  of  ownership  and  higher  ROI.  BrightStor  is  also  seamlessly  integrated  and  automated,  so  you 
can  focus  on  business,  not  details.  To  start  making  the  most  of  your  IT  storage  environment,  go  to  ca.com/storage. 
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shipments. 


Find  out  how  to  build  upon  the  Broadcom®  chips 
inside  your  devices  to  create  a  secure  high-performance 
wireless  network.  Download  our  new  white  paper 
“Practical  Strategies  for  Deploying  Wi-Fi®  Clients”  now 

at  www.cio.broadcom.com/wireless 


YOU’VE  BEEN  WAITING 
FOR  THE  NEXT  GENERATION  OF  NETWORKING 
AND  ALL  THIS  TIME,  IT’S  BEEN  RIGHT  THERE  WAITING  FOR  YOU 


Within  your  notebooks,  PDAs  and  networking  gear  are  chips  that  enable  you  to  more  securely  unleash  the  full  power  of  high-speed 
wireless  networking.  When  Dell®,  HP®,  palmOne®  and  Sony  Ericsson®  are  looking  for  best  performance,  they  turn  to  Broadcom®. 
In  fact,  our  54g™  wireless  LAN  chips  are  available  in  over  95%  of  major  notebook  brands  offered  with  802.1  Ig.1  And  with  Broadcom 
you  can  expect  interoperability  among  802.1  la/b/g  networks  and  powerful  security  for  your  wireless  LAN,  with  CCX,  WPA,  and  AES 
technologies  built  in.  Whether  you’re  on  a  wireless  PAN,  LAN  or  WAN,  Broadcom  solutions  ensure  the  devices  you  use  today  — and 
those  you  add  tomorrow  — will  connect  reliably,  seamlessly  and  securely. 
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Secure  Web  access  to  our 
key  applications  without  a 
single  rewrite  was,  by  itself, 
a  huge  benefit  from  using 
Citrix.  In  addition,  Citrix 
cut  annual  telecom  costs  at 
our  370  dealerships  by  40%.” 

Joyce  Vonada,  CIO 

AutoNation,  Inc. 

INFRASTRUCTURE  FOR  THE  ON-DEMAND  ENTERPRISE 

AutoNation  has  rapidly  become  the  largest  retailer 
of  new  and  used  vehicles  in  the  U.S.,  with  370 
dealerships  across  17  states.  With  the  need  to  provide 
secure  access  over  the  Internet  to  key  business 
applications  running  on  widely  diverse  IT  systems, 
AutoNation  turned  to  Citrix.  Without  a  single 
rewrite,  Citrix  made  it  possible  for  12,000  users  to 
access  hundreds  of  applications  over  the  Web. 
AutoNation,  along  with  99%  of  the  Fortune  500, 
uses  Citrix®  software  to  deploy  applications  centrally 
for  secure,  easy,  and  instant  access  to  business-critical 
information — anywhere,  anytime,  from  any  device. 
We  call  it  the  on-demand  enterprise.  And  it’s  helping 
more  than  120,000  of  our  customers  save  money 
and  reduce  IT  complexity.  To  learn  what  Citrix  can 
do  for  your  business,  call  888-820-7918  or  visit 
www.citrix.com. 

ciTRIX* 
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CAN  YOUR  SOFTWARE  TELL  YOU  WHICH  ONE? 


vital  business  services  like  sales,  customer  service,  online 
transactions,  logistics  and  distribution — whatever  is 
most  critical  to  your  company's  success.  It's  enterprise 
management  software  that  works  with  your  existing  IT 
resources  to  let  you  manage  what  matters  from  a  business 
perspective  and  execute  with  precision.  Find  out  how  at 
www.bmc.com/bsmi 


Business  Service  Management  solutions  from  BMC  Software® 
can.  In  fact,  they  let  you  predict  critical  performance 
problems  and  resolve  them  before  they  ever  impact  your 
business.  And  you  can  prioritize  IT  management,  invest¬ 
ments  and  resource  allocations  to  optimize  your  business 
performance.  So  you  can  solidly  align  your  IT  investments 
with  strategic  business  goals.  And  protect  the  delivery  of 
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>  features 

from  November  15  to  November  30 

ASK  THE  SOURCE 

How  Cutting  Edge  Do  You  Need  to  Be? 

As  retail  merchandiser  Chuck  Latham  Associ¬ 
ates  found  out,  not  very  (see  No  Frills  Wireless, 

Page  104).  And,  as  Case  Files  expert  analyst 
Eugene  Signorini  says,  picking  the  technology— in  this  case  wireless— 
to  fit  the  job  is  the  best  way  to  go.  Got  your  own  questions  about  imple¬ 
menting  wireless  and  mobile  applications?  Signorini,  senior  analyst 
at  the  Yankee  Group  specializing  in  mobile  and  wireless  enterprise 
applications,  is  ready  to  give  you  answers  now  through  Nov.  30. 

Go  to  www.cio.com/ask. 


ADD A COMMENT 

Will  You  Go  for  an  Extreme  ERP  Makeover? 

According  to  one  study,  65  percent  of  companies  are  considering  ERP  consolidation 
(see  Extreme  ERP  Makeover,  Page  64).  But  doesn’t  Web  services  promise  to  allow  the 
integration  of  standalone  systems  without  having  to  rip— and  replace— or  tie  your  com¬ 
pany’s  future  to  a  single  vendor?  Either  path  will  cost  millions  of  dollars  and  take  at  least  a 
year.  Which  will  you  choose?  Share  your  thoughts  and  experiences  with  your  peers  by 
scrolling  to  the  ADD  A  COMMENT  section  at  the  end  of  the  online  version  of  this  story. 

LEARN  MORE 

More  Disruption 

Clayton  M.  Christensen,  author  of  The  Innovator’s  Dilemma  and  The 
Innovator's  Solution  (for  an  excerpt,  see  What  Customers  Really  Want  Is 
for  You  to  Do  Their  Jobs,  Page  108),  spoke  to  CIO  between  books  about 
how  CIOs  can  recognize  disruptive  innovations  and  rally  their  companies 
to  take  action.  Read  what  he  had  to  say  in  “Disruption  Is  Good.” 

Even  More  Consolidation 

Companies  going  from  a  decentralized  to  a  centralized  organization 
face  many  challenges  (see  41  Business  Units,  9  CIOs,  1  Standard, 

Page  86).  To  learn  how  telecommunications  company  Cingular  went 
from  a  melange  of  call  centers  cobbled  together  through  years  of 
mergers  to  a  consolidated  system,  read  “Call  Together  Now.” 

*  To  find  these  stories  online,  search  on  the  article  titles  or  go  to  www.cio.com/printlinks. 


Save  Time.  Save  Money. 

The  CIO  Store  ( www.thecio 
store.com )  offers  guides  and 
guidance.  The  following  relate 
to  stories  in  this  issue: 

»  Applied  Wireless:  Making 
Wireless  Work  in  Business 

»  IT  Integration:  Making  Connec¬ 
tions  for  Efficiency  and  Advantage 

»  Offshore  Outsourcing:  Navigat¬ 
ing  the  Opportunities  and  Risks 

»  Making  the  Web  Work  for  You: 

Your  Guide  to  the  Internet, 
Intranets,  B2C  and  B2B 

SPECIAL  OFFER  Use  this  promo¬ 
tional  code— TURKEY— and 
receive  a  50  percent 
discount  on  the  above 
titles  at  The  CIO  Store. 

Offer  good  through 
Dec.  1,2003. 


Online  Exclusive 


Coverage  from  CIO  '04 

If  you  couldn't  make  the  CIO 
Perspectives  conference  earlier 
this  month,  check  in  online  for 
summaries  of  what  Lester  Thurow, 
Jonathan  Zittrain,  and  CIOs  and 
IT  executives  from  11  leading 
companies  had  to  say  about  the 
future  impact  of  current  issues  and 
trends.  Go  to  www.cio.com/cio04 
to  read  all  about  it. 

Sorry  we  can’t  provide  the  golf 
opportunities  of  the  Marriott 
Desert  Ridge  Resort  &  Spa  online, 
but  for  networking  with  your  peers, 
check  out  the  CIO  Best  Practice 
Exchange  at  exchange.cio.com. 


Would  You  Bet  Your  Business 

On  This? 


Millions  do.  Yet  when  disaster  happens,  your  system 
of  offsite  storage  and  recovery  may  prove  slow  and 
unreliable.  While  waiting  days  to  recover  data,  business 
losses  just  keep  piling  up. 

Ready  RecoverySM,  from  Berbee®,  is  the  21st  century 
alternative  to  data  recovery.  It  continuously  mirrors 
your  core  business  systems  -  every  minute  of  every 
day.  When  disaster  strikes,  Ready  Recovery  is  ready  to 
bring  your  mission-critical  systems  back  up  in  a  matter 
of  minutes.  With  no  lost  data,  time,  or  business.  Ready 
Recovery  is  a  flexible  and  affordable  solution  that  lets 
you  protect  the  systems  you  can  least  afford  to  lose  like 
eCommerce,  member/customer  data,  file  servers, 
email,  and  other  mission-critical  systems. 

Tape  can  save  your  data,  but  Ready  Recovery  can 
save  your  business.  And  it’s  only  available  from  Berbee. 
For  more  information,  contact: 


BERBEE® 


Berbee  Information  Networks  Corporation 
888.888.8835  •  www.berbee.com/ready50 


IBM,  xSP  Prime  Hosting  and  associated  logos  are  trademarks  of  IBM  Corporation  in  the  United  States,  other  countries, 
or  both.  This  IBM  Business  Partner  has  been  approved  for  the  IBM  xSP  Prime  Hosting  program  in  North  America. 


From  the  Editor 


For  more  details  on  the  pros 
and  cons  of  enterprise 
resource  planning  systems, 
visit  our  ERP  Research 
Center  at  www.cio.com/erp. 


ERP:  Second  Times 
the  Charm? 


FORGET  THE  MULTIPLE  point  applications  your 
company  uses  today.  You  need  to  rip  them  all  out 
and  replace  them  with  a  “single  instance”  ERP 
system — with  one  data  store — that  serves  the  entire 
company.  That’s  what  SAP  and  other  ERP  vendors 
are  telling  CIOs,  and  companies  seem  to  be  listen¬ 
ing  to  this  siren  call.  This,  despite  the  fact  that  it 
will  cost  millions.  AMR  Research  predicts  that 
moving  to  single  instance  will  run  you  $7  million  to 
$12  million  for  every  billion  dollars  of  revenue, 
and  the  project  will  last  one  to  three  years. 

Why  aren’t  CIOs  dismissing  this  out  of  hand? 
Wasn’t  the  failed  effort  (and  wasted  millions)  on 
monolithic  ERP  implementations  in  the  1990s  the 
main  reason  for  today’s  backlash  against  IT  expense 
and  the  decline  in  CIO  credibility?  Haven’t  CIOs 
embraced  a  better  alternative  and  greater  wisdom  in 
implementing  and  integrating  multiple  best-of-breed 
apps  across  the  enterprise?  (In  fact,  we  wrote  about 
this  trend  in  a  story  titled  “This  Could  Be  the  Start  of 
Something  Small,”  in  our  Feb.  15,  2003,  issue.) 

So  what  gives?  Well,  having  one  ERP  system 


and  data  store  remains  a  very  appealing — if  intim¬ 
idating — vision.  It  reduces  total  cost  of  ownership, 
helps  companies  comply  with  new  Sarbanes-Oxley 
rules  and  makes  exploitation  of  customer  data 
much  easier.  What’s  happened  that  makes  this  a 
different  proposition  than  in  the  1990s,  we  learn  in 
Ben  Worthen’s  story  on  Page  64,  is  the  greater 
availability  of  bandwidth,  the  increasing  viability  of 
enterprise-size  databases  and  the  drop  in  storage 
costs.  Not  to  mention  the  fact  that  we  don’t  have 
Y2K  to  distract  us  (although  Sarbanes-Oxley  com¬ 
pliance  could  be  pretty  diverting). 

Still,  although  AMR  says  65  percent  of  compa¬ 
nies  are  considering  single  instance,  I  wonder  if  any 
enterprise  that  got  burned  once  would  go  through 
with  this  again.  Have  we  learned  enough  about 
project  management,  business  buy-in,  end  user 
training,  adaptation  of  business  processes,  change 
management  and  the  other  traditional  ERP  chal¬ 
lenges  in  order  to  make  it  work  this  time  around? 

What  do  you  think?  Will  your  company  try,  try 
again  or  tell  SAP  to  take  a  hike? 


Richard  Pastore,  Deputy  Editor 
pastore@cio.com 
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There's  just  one  problem 

with  business  as  usual. 


It's  business  as  usual. 


Not  printing  reports  as  usual. 
Not  printing  forms  as  usual. 

Not  settling  for 

the  usual  as  usual. 


Not  business  as  usual. 


Customization. 

The  next  evolution  in  Canon  imageRUNNER.® 


One  size  fits  all.  It's  not  fitting  for  any  forward-looking 
business  to  think  that  way.  Each  business  is  unique 
and  the  needs  of  one  can  be  the  liabilities  of  another. 
That's  the  principle  that  inspired  the  new,  customizable 
Canon  imageRUNNER.  There  is  nothing  quite  like  it. 
Until  now,  machines  offered  generic  choices: 
copy,  print,  fax,  scan.  The  Canon  imageRUNNER  is 
flexible  and  can 
be  customized  to 

address  your  business  requirements.  And  when  they 
change,  it  changes,  too.  You  can  have  applications 
created  for  imageRUNNER  that  meet  many  of  the 


With  the  Canon  imageRUNNER,  you  can  have  customized 
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efficient.  And  this  is  just  a  small  part  of  what  you  can 
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cost-effective.  We  knew  you’d  like  that. 
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Introducing  Connected  Security.  These  days,  it's  not  enough  to 
just  align  and  connect  the  dots  in  your  business.  To  distinguish 
and  act  against  potential  security  threats,  you  need  a  reliable 
IT  infrastructure  you  can  trust  to  transform  layers  of  real-time 
information  -  about  people,  events,  and  internal  and  external 
resources  -  into  a  clear  and  immediate  picture  that’s  accurate 
and  actionable. 

To  help  homeland  and  corporate  security  services  stay  ahead 
of  ever-present  threats,  NEC  Solutions  America  now  delivers  the 
world-class  resources  of  NEC  with  the  flexibility  and  responsive¬ 
ness  of  an  independent  solutions  provider.  Building  upon  one  of  the 
industry’s  most  advanced  and  accurate  biometric  identification 


solutions,  continuous  availability  servers,  and  state  of  the  art 
mobile  terminals,  NEC  takes  a  holistic  approach  that  strategically 
integrates  best-of-class  hardware  and  software  solutions  to 
meet  critical  security  objectives  -  efficiently  and  effectively. 

That’s  NEC’s  vision  of  the  Connected  Enterprise.  And  for 
businesses,  governments  and  airports,  we’re  already  turning  that 
vision  into  real-time  reality.  To  connect  with  us,  call  888-632-7003 
or  visit  www.necsam.com/secured. 
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Chaos. 


Control. 


Take  control  of  your  Internet  security. 


Introducing  Proventia™  Enterprise  Protection  Products.  Just  because  Internet  threats  are 
complex,  doesn't  mean  your  security  has  to  be.  Finally,  a  single,  unified  protection  appliance 
that  protects  more  with  less,  eliminating  the  cost  and  chaos  of  multiple  stand-alone  security 
products.  Proventia™  centrally-managed  products  range  from  detection  up  to  completely 
unified  and  proactive  multi-function  protection  appliances,  combining  firewall,  intrusion 
prevention  and  anti-virus  technologies.  Take  control  of  your  enterprise  security.  Switch  to 
Internet  Security  Systems  today.  800-776-2362.  www.iss.net/takecontrol. 
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Introducing  the  next  generation  of  desktop  services. 

Because  one  size  never  fits  all  in  the  real  world. 

Light  users  rarely  need  every  service  and  application  they  get.  Heavy  users  often  need 
more.  With  EDS'  myCOESM  desktop  solution,  users  can  get  exactly  what  they  need, 
when  they  need  it.  This  revolutionary  solution  leverages  new  automated  deployment 
technologies,  and  enables  greater  control  over  IT  costs,  fit-for-purpose  flexibility  and 
any-to-any  portal  access.  For  the  enterprise  that  wants  to  optimize  both  agility  and  costs, 
it's  a  perfect  fit.  Visit  eds.com  or  call  800  566  9337. 
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Extremely 
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applications. 
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Battery  Life: 

Power-conserving 
technology 
enables  extended 
battery  life. 


The  Unwired  Office 

starts  here. 


The  promise  of  a  truly  wireless  workforce 
is  being  fulfilled.  Because  Inter  Centrino™  mobile 
technology  delivers  unprecedented  levels  of 
mobility  for  your  users  and  easier  deployment 
for  you.  Intel  is  working  with  other  industry 
leaders  to  make  wireless  networking  not  only 
reliable,  but  secure.  And  Intel  continues  to 
work  closely  with  Cisco  to  extend  Intel  Centrino 
mobile  technology’s  ability  to  support 
enhanced  wireless  security  protocols.*  Now 
you  can  do  something  the  whole  office 
will  thank  you  for.  Unwire.  For  all  the  details, 
go  to  intel.com/unwire. 
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©2003  Intel  Corporation.  Intel,  Intel  Inside  and  the  Intel  Centrino  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States 
and  other  countries.  Other  names  and  brands  may  be  claimed  as  the  property  of  others.  All  rights  reserved.  System  performance,  battery  life,  wireless 
performance  and  functionality  will  vary  depending  on  your  specific  hardware  and  software  configurations.  See  http://www.intel.com/products/centrino/more_info 
for  more  information.  "Some  security  solutions  may  not  be  supported  by  your  PC  manufacturer.  Check  with  your  PC  manufacturer  for  details  on  availability. 


WIRELESS  COMMUNICATIONS 

Enhanced  911  Far 
Behind  Schedule 

THE  NATIONWIDE  rollout  of  the  Enhanced  911  (E-911)  program,  which 
requires  carriers  to  locate  the  origin  of  911  calls  from  wireless  phones,  will 
probably  not  happen  by  the  Federal  Communications  Commission’s  Dec. 
31,  2005,  deadline.  That’s  what  John  Muleta,  the  head  of  the  FCC’s  wire¬ 
less  bureau,  told  Congress  in  June. 

Ironically,  the  reason  has  nothing  to  do  with  wireless  technology  and 
everything  to  do  with  the  old,  wired  communications  infrastructure. 

When  the  E-91 1  rule  first  came  out  in  1996,  the  onus  was  on  the  wire¬ 
less  carriers  to  develop  technologies  by  October  2001  that  could  pinpoint 
callers.  That  was  the  first  step  on  the  way  to  E-911.  And  while  carriers 
won  delays  to  extend  the  deadline  to  2005,  they  have  solved  the  technical 
challenge  using  two  techniques:  global  positioning  system  chips  that  use 
satellites  to  locate  mobile  phones,  and  signal  triangulation,  which  detects 
radio  signals  from  calls  to  locate  their  source. 

So  the  real  problem  now  is  communicating  the  location  information  to 
the  emergency  service  dispatch  centers  known  as  public  safety  answering 
points,  or  PSAPs,  that  field  911  calls,  says  Dale  Hatfield,  the  former  chief 
of  the  office  of  engineering  and  technology  at  the  FCC. 

Continued  on  Page  34 


OFFSHORE 

OUTSOURCING 


Bad  Blood 


BULGARIA.  CHINA.  EGYPT.  INDIA.  The  Philip¬ 
pines.  Romania.  At  the  September  New  York  City 
trade  show  called  TECHXNY,  floor  space  dedi¬ 
cated  to  offshore  outsourcers  represented  a 
virtual  United  Nations  of  vendors  seeking  deals 
with  American  businesses. 

Just  one  problem  for  the  visitors:  Not  much 
deal-making  was  going  on.  In  fact,  vendors 
staffing  their  booths  at  the  end  of  the  show  had 
plenty  of  time  to  talk  about  the  growing  U.S. 
backlash  to  offshore  outsourcing. 

Nico  van  Rooyen,  director  of  market  develop¬ 
ment  for  B&Ti  Solutions,  a  specialist  in  services 
for  financial  and  insurance  industries  in  Johan¬ 
nesburg,  South  Africa,  says  he  was  subjected  to 
jeers.  “A  couple  of  people  were  here,  pointing  at 
me  and  telling  me  about  how  we  are  taking  jobs 
away— they  were  quite  militant,”  he  says. 

Van  Rooyen’s  experience  seemed  to  be  an 
exception,  though  others  say  they  are  aware  of 
the  sentiments. 

George  Sharkov,  chairman  of  Basscom,  an 
association  of  Bulgarian  software  companies, 
made  the  trip  from  eastern  Europe  to  market  his 
country’s  software  programming  prowess.  “We 
want  to  establish  long-term  relationships  with 
American  companies,"  he  says.  “But  you  cannot 
tell  us  it’s  our  fault  for  taking  jobs  away.  Ifthe 
jobs  don’t  come  to  us,  they  will  go  somewhere 
else— businesspeople  want  to  get  high  quality  in 
the  most  cost-efficient  way  possible,  and  if  they 
can  see  that  can  be  done  outside  the  United 
States,  they  will  do  it.”  -Marc  Ferranti 
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Baylor  goes  to  the 
head  of  the  IT  class. 


Baylor  University 

Deploys  Business-Driven  Network.  ™ 

Serving  the  educational  and  recreational  needs  of  14,000  students  is  a  tall  order 
for  any  IT  department.  You  have  to  ensure  access  to  critical  classroom  resources 
as  well  as  provide  the  Internet  and  e-mail  services  expected  by  today’s 
technology-sawy  students.  And  security  cannot  be  compromised. 

That’s  why  Baylor  University  turned  to  Enterasys  and  its  unique  Secure  Networks 
solution.  Through  a  simple-to-administer  interface,  IT  managers  can  assign  very 
specific  access  privileges  that  stay  with  students  wherever  or  however  they  log 
on.  From  class  or  the  residence  hall.  Wired  or  wireless. 


Secure  Networks  Webcast 

Don’t  miss  this  informative  webcast 
featuring  Gartner  and  other  industry  experts  as 
we  address  the  best  practices  for  deploying 
enterprise-wide  security. 

Register  now! 

Visit  us  at  itworld.com/enterasyssecurity 


The  network  runs  smoother.  Security  is  pervasive.  And  students  are  happy. 
Get  the  full  story  at  enterasys.com/baylor 


ENTERASYS 

NETWORKS™ 
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Enhanced  911 

Continued  from  Page  32 


The  current  wired  phone  network  has 
two  channels — one  for  conversation  and 
one  for  related  information,  such  as  length 
of  call  and  destination,  that  make  billing 
possible.  It’s  an  analogue  system,  which  is 
at  least  a  generation  behind  the  digital  wire¬ 
less  network.  As  such,  it  just  can’t  handle 
the  complex  information  that  comes  from 
a  wireless  carrier.  Furthermore,  the  PSAPs 
themselves  are  using  old  systems.  In  order 
for  E-911  to  work,  both  the  wired  com¬ 
munications  infrastructure  and  the  systems 
inside  the  nation’s  5,300  PSAPs  will  have  to 
be  upgraded,  Hatfield  says. 

Theoretically,  two  years  should  be  enough 
time  to  replace  the  infrastructure.  However,  it 
is  up  to  cash-strapped  individual  communities 
and  the  states  to  make  the  necessary  changes. 
Only  a  handful  of  states,  including  Rhode 


Island  and  Tennessee,  look  ready  to  meet  the 
2005  deadline,  according  to  the  FCC. 

The  House  is  expected  to  vote  on  a  bill 
by  year-end  that  is  designed  to  address  this 
shortcoming,  l  ire  E-91 1  Implementation  Act 
would  set  aside  $500  million  to  help  pay  for 
the  E-911  infrastructure  and  prohibit  local 
jurisdictions  from  diverting  those  funds  to 
other  budgetary  needs.  The  bill  also  would 
set  up  a  national  coordination  office  for  the 
program  at  the  Commerce  Department. 

That  may  answer  some  critics  of  the 
E-911  implementation  who  have  said  that 
there  isn’t  enough  oversight  at  either  the 
state  or  federal  level.  Most  states  don’t  have 
E-91 1  coordinators,  and  some  don’t  even 
have  cost  recovery  steps  in  place,  such  as  a 
50-cent  monthly  fee  added  on  to  con¬ 
sumers’  mobile  phone  bills. 


Even  if  the  House  passes  the  bill,  how¬ 
ever,  the  money  is  only  enough  to  fund  a 
few  demonstration  projects,  says  Hatfield, 
who  is  now  a  professor  at  the  University 
of  Colorado. 

Since  the  summer,  FCC  officials  have 
linked  E-91 1  to  national  security  in  an  effort 
to  jump-start  the  states’  progress.  A  Senate 
bill  would  require  local  emergency  dispatch 
centers  using  federal  money  to  cooperate 
with  both  the  FCC  and  the  Department  of 
Homeland  Security.  But  project  management 
and  coordination  is  so  far  behind  in  some 
places  that  even  an  influx  of  money  and 
other  resources  may  not  be  enough  to  put 
things  on  track  in  thousands  of  local  juris¬ 
dictions  by  2005.  “If  they  haven’t  taken 
these  steps  by  now,  it’s  unlikely  they’ll  be 
ready,”  says  Hatfield.  -Ben  Worthen 


VENDOR  MANAGEMENT 

Score  One  for 
Mobile  Phone  Users 

THANKS  TO  A  Federal  Communications  Commission  mandate, 
wireless  carriers  are  about  to  lose  one  of  the  biggest  bargaining  chips 
they  have  over  their  corporate  customers— number  portability. 

Business  users  have  been  reluctant  to  switch  carriers  because 
getting  better  service  or  a  better  rate  wasn’t  worth  the  hassle  of 
getting  a  new  phone  number,  says  Joe  Basili,  vice  president  of 
marketing  for  Teldata  Control,  a  company  that  helps  large  busi¬ 
nesses  manage  their  telecom  expenses.  The  new  rules,  which  will 
allow  users  to  switch  carriers  and  keep  their  phone  numbers,  go 
into  effect  Nov.  24. 

Basili  says  this  is  good  news  for  IT  executives  because  they  may 
now  be  able  to  squeeze  better  volume  discounts  from  carriers.  This 
will  make  it  much  easier  to  move  all  of  their  users  to  one  service, 
though  the  process  may  take  two  or  three  years  to  complete.  “This 
is  a  chance  for  enterprises  to  get  their  arms  around  cell  phones  and 
manage  them  like  other  network  services,"  Basili  says. 

Companies  such  as  MSS  Group,  RFD  Systems  and  Teldata  are 
part  of  a  growing  segment  of  business  process  outsourcing  called 
telecom  expense  management.  According  to  a  preliminary  forecast 
by  Gartner,  the  telecom  expense  management  market  will  reach 
$500  million  by  the  end  of  2003,  on  its  way  to  $2.5  billion  in  2007. 

Eric  Goodness,  an  analyst  for  Gartner's  Dataquest  IT  services 
group,  says  telecom  expenses  consistently  rank  among  the  top 
five  IT  expenditures  because  of  decentralized  cost  control  and  the 


complexity  of  telecom  billing.  Outsourcing  telecom  management 
is  one  way  companies  can  better  detect  billing  errors  (which 
typically  result  in  10  percent  to  15  percent  in  overcharges,  accord¬ 
ing  to  Gartner)  and  collect  data  to  renegotiate  their  deals  when 
appropriate. 

“It's  all  about  savings,”  Goodness  says.  “Having  good  visibility 
into  your  contracts  is  great,  but  if  you’re  not  saving  money,  who 
cares?"  -Jon  Surmacz 
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"I've  got  a  flat  tire  on  the  expressway. 
Start  dinner  without  me.  " 


"Fiber  cut  at  West  in  facility. 
Redirect  routing  to  backup  facilities. " 


Every  message  is  important.  But  some  are  essential.  When  your  message  is  mission  critical,  there's  SkyTel. 
Unlike  the  hit-and-miss  world  of  cell  phones,  with  SkyTel,  message  delivery  is  guaranteed.  For  information 
regarding  the  high  reliability  of  SkyTel  messaging,  visit  skytel.com/go  or  call  1.800.792.2238.  Assuming,  of 
course,  that  your  cell  phone  is  in  the  right  coverage  area. 
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Making  Use  of  Competitive 
Intelligence  and  Ingenuity 

Two  books  urge  executives  to  go  outside— both  literally  and  figuratively. 
The  first  focuses  on  the  importance  of  competitive  intelligence.  The 
second  offers  ways  to  bring  innovation  to  daily  tasks. 


Early  Warning:  Using 
Competitive  Intelligence  to 
Anticipate  Market  Shifts, 

Control  Risk  and  Create 
Powerful  Strategies 

By  Ben  Giiad 
Amacom,  2003,  $27.95 

AS  THE  PACE  of  change  in  the  busi¬ 
ness  world  accelerates,  so  do  the  asso¬ 
ciated  risks.  Such  a  cycle  translates 
into  a  greater  potential  for  surprise, 
something  that  executives  should 
strive  to  avoid  at  all  costs. 
Those  are  the  premises  behind 
Ben  Gilad’s  book  on  compet¬ 
itive  intelligence,  an  effort 
that  aims  to  show  executives 
how  to  assess  the  impact  of  outside  events 
on  the  operations  of  their  companies. 

Giiad  introduces  readers  to  his 
“competitive  early  warning  system, 
a  process  that  combines  competi¬ 
tive  intelligence,  strategic  planning 
and  management  action.  The 
goal  of  an  early  warning  sys¬ 
tem,  he  says,  is  to  identify 
risks  and  strategic  missteps 
before  they  elevate  into 
crises.  The  book  offers  check¬ 
lists,  quizzes,  charts  and  anecdotes 
designed  to  help  readers  identify,  prioritize 


Learn  More  About  New  Books 


For  more  good  reads,  visit  the  READING  ROOM 

at  www.cio.com/books  and  the  BOOK  ROOM  at 
www.darwinmag.com/connect/books. 

cio.com 


and  manage  risks.  There  are  also  tips  on 
how  to  take  advantage  of  competitive  oppor¬ 
tunities,  as  well  as  caveats  about  bench¬ 
marking  and  relying  on  consultants.  This 
book  won’t  make  readers  into  experts  on 
competitive  intelligence,  but  it  will  put  them 
on  notice  about  the  importance  of  paying 
attention.  As  Giiad  points  out,  being  a  nim¬ 
ble  competitor  is  a  matter  of  constant  dili¬ 
gence.  -Megan  Santosus 

Why  Not?  How  to  Use 
Everyday  Ingenuity  to  Solve 
Problems  Big  and  Small 

By  Barry  Nalebuff  and  Ian  Ayres,  Harvard 
Business  School  Press,  2003,  $27.50 

IN  WHY  NOT?,  authors  Barry  Nalebuff  and 
Ian  Ayres  challenge  readers  to  come  up  with 
low-tech  solutions  to  both  niggling  nui¬ 
sances  (such  as  stymieing  tele¬ 
marketers)  and  major 
conundrums  (such  as 
preventing  your  home 
from  losing  value).  The 
two  men — professors  of 
economics  and  law,  respec¬ 
tively,  whom  you  may  have 
heard  clowning  around  on 
National  Public  Radio’s 
Marketplace — maintain  that 
innovation  is  a  skill  that  can  be 
taught,  and  they  offer  four  basic 
tools  for  those  who  wish  to  learn  it. 

The  tools  are  essentially  four  questions 
that  people  can  ask  when  they’re  faced  with 
a  problem,  whether  it  be  an  inefficient  busi¬ 
ness  process  or  a  way  to  ensure  good  cor¬ 
porate  governance:  How  would  you  solve 
the  problem  if  you  had  unlimited  resources? 
Would  different  incentives  solve  the  prob- 


CIO  Best-Seller  List 

Reefer  Madness:  Sex,  Drugs, 
and  Cheap  Labor  in  the  American 
Black  Market 

By  Eric  Schlosser 
Houghton  Mifflin,  2003 

24  Days:  How  Two  Wall  Street 
Journal  Reporters  Uncovered 
the  Lies  that  Destroyed  Faith  in 
Corporate  America 

By  Rebecca  Smith  and 
John  R.  Emshwiller 
HarperCollins  Publishers,  2003 

Purple  Cow:  Transform  Your 
Business  by  Being  Remarkable 

By  Seth  Godin 
Portfolio,  2003 


Execution:  The  Discipline  of  Getting 
things  Done 

By  Larry  Bossidy  and  Ram  Charan 
Town  Publishing  Group,  2002 


Good  to  Great:  Why  Some 
Companies  Make  the  Leap.. .and 
Others  Don't 

By  Jim  Collins 

HarperCollins  Publishers,  2001 

SOURCE:  Data  for  the  month  of  September  2003, 
compiled  by  Powell’s  Books,  Portland,  Ore. 


lem?  Is  there  a  solution  to  another  problem 
that  might  apply  to  the  problem  you’re  fac¬ 
ing?  What  if  you  tried  finding  a  solution, 
not  to  the  problem  itself,  but  to  its  reverse? 
The  authors  provide  step-by-step  exercises 
and  case  studies  explaining  how  to  apply 
each  tool,  as  well  as  brainteasers  that 
encourage  readers  to  try  out  the  questions 
for  themselves.  The  only  question  left  to  ask 
yourself  is,  Why  not  give  this  book  a  try? 

-Meridith  Levinson 
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I  AM  A  CISCO  1200 
SERIES  DUAL 
BAND  WI-FI 
ACCESS  POINT 


I  AM  70  MORE 
MINUTES  OF 
PRODUCTIVITY  PER 
EMPLOYEE  PER  DAY 

I  AM  A  CISCO  WIRELESS  NETWORK.  I  HAVE  THE  POWER  TO 
CONNECT  EMPLOYEES  TO  VITAL  DATA  WHEREVER  THEY  ARE. 

AND  DO  IT  SECURELY.  THAT  SAVES  TIME.  THAT  SAVES  MONEY. 
THAT  IS  POWERFUL.  I  AM  MORE  THAN  A  CISCO  1200  SERIES 
DUAL  BAND  WI-FI  ACCESS  POINT. 


Cisco  Systems,  Inc.  All  rights 


THIS  IS  THE  POWER  OF  THE  NETWORK.  nOW. 

cisco.com/mobilitynow 

Aironet,  Cisco  Systems  and  the  Cisco  Systems  logo  are  registered  trademarks  or  trademarks  of  Cisco  Sys 
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It  Takes  a  Corporation  to  Wire  a  Village 


IN  KUPPAM,  INDIA,  people  earn  less  than  $1  a  day.  Few  go  beyond 
eighth  grade.  They’re  mainly  sugar  cane  and  peanut  farmers.  And 
after  the  sun  sets  on  their  labors,  they  visit  their  local  Internet  cafe 
to  learn  how  to  grow  more  peanuts  and  cane,  deal  with  India’s 
baroque  bureaucracy,  or  look  for  the  education,  grants  and  jobs 
that  will  get  them  out  of  those  steamy  fields  forever. 

Through  a  three-year  project  that  began  in  February  2002, 
Hewlett-Packard  plans  to  spend  $3  million  in  Kuppam,  a  commu¬ 
nity  of  300,000,  to  bring  Internet  access  to  15  local  business  centers. 
These  business  centers  already  offer  copy  and  fax  services,  but  HP 
has  been  stringing  2  megabit  lines  into  these  centers  and  populating 
them  with  computers  loaded  with  software  designed  for  Kuppam’s 
limited  literacy  levels.  HP  even  built  an  802.11  wireless  network 
for  mobile  units  designed  to  travel  to  the  outreaches  of  Kuppam. 

“The  biggest  challenge  we  found  was  the  gap  between  those  offer¬ 
ing  services  and  the  people  needing  them,”  says  Anand  Tawker,  who 
grew  up  east  of  Kuppam  in  Chennai,  India,  and  is  HP’s  leader  of  the 
project,  called  I-community.  For  example,  Tawker  says,  a  farmer 
could  travel  an  entire  day  to  a  government  office  in  another  city  in 
search  of  a  specific  agricultural  grant  form,  only  to  find  it  wasn’t 
there.  Or  be  told  that  the  form  costs  $25 — when,  in  fact,  it  was  free. 

Now,  the  farmer  can  fill  out  and  send  those  same  forms  from  the 
cafe  for  an  approximate  Internet  usage  fee  of  $1.50.  Tawker  esti¬ 
mates  a  cost  of  $2.50  to  $5  for  filling  out  the  form  the  old-fashioned 


way,  taking  travel  into  consideration  but  not  counting  bribes. 

For  HP,  I-community  is  a  chance  to  see  which  services  might 
be  profitable  in  India,  says  Maureen  Conway,  an  HP  vice  president 
of  emerging  market  solutions.  (One  idea:  a  pay-per-use  model  for 
Internet  access.)  It  seems  that  HP  can  bank  on  winning  goodwill. 
Kuppam’s  first  Internet  cafe  opened  in  April  2002,  and  within  the 
first  40  days,  more  than  1,600  people  logged  on.  -Julie  Hanson 


Residents  in  Kuppam,  India,  stand  outside  a  mobile  vehicle 
equipped  with  PCs  and  other  equipment,  as  part  of  a 
project  to  bring  Internet  access  to  the  rural  agricultural  area. 


ASSET  MANAGEMENT 

Turning  Photos  into  Dollars 


TO  MANY  PEOPLE,  jets  and  cars  are  not 
products— they’re  icons.  Companies  such 
as  Boeing  and  General  Motors  have  long 
viewed  consumer  passion  about  their 
brands  as  assets.  But  fulfilling  the  many 
requests  from  the  public  for  photos  is  an 
administrative  headache  that  can  cost  up 
to  hundreds  of  thousands  of  dollars  per 
year  when  labor  expenses  are  included. 

By  combining  digital-imagingtechnol- 
ogy  and  an  e-commerce  back  end,  how¬ 
ever,  Boeing  and  GM  have  converted  this 
time-consuming  task  into  revenue.  Each 
company  recently  outsourced  manage¬ 
ment  and  distribution  of  its  photo  archives 
to  Getty  Images,  a  large  commercial  image 
bank.  Getty  set  up  two  business-to-con- 
sumerwebsites-BoeingPhotoStore.com 
and  GMPhotoStore.com— that  each  offer 
more  than  1,500  images  to  buy.  The  sites 
act  as  a  front  end  for  Getty's  fulfillment 
systems,  which  handle  printing,  distribu¬ 


tion  and  billing. 

Boeing  launched  its  photo 
store  website  at  the  end  of 
2002.  “Previously,  [our] 
people  would  pull  photos  out 
of  drawers  and  call  some 
remote  corner  of  the  com¬ 
pany,"  says  Sandra  Andrews, 
director  of  trademark  and 
copyright  licensing  for 
Boeing.  The  calls  might  get 
tunneled  to  the  communications  office  or 
languish  unanswered.  Now,  the  photo  store 
site  gets  65,000  monthly  visitors  (60  per¬ 
cent  from  outside  the  United  States).  An 
average  order  is  for  two  to  four  photos,  for 
$50  to  $60.  That’s  enough  revenue  that 
BoeingPhotoStore.com  is  already  close  to 
being  profitable,  even  counting  up-front 
costs  for  archiving  and  scanning  images. 
(Boeing  declined  to  cite  its  project's  cost.) 

Andrews  says  the  quick  R0I  is  “nice,”  but 


the  biggest  benefit  to  Boeing 
comes  in  avoided  administrative 
costs.  “We  measure  success  by 
how  many  requests  come  to  us 
from  various  sources”  outside  the 
website,  she  says.  The  phone  calls 
have  almost  dropped  to  zero.  And 
the  site  helps  the  company  boost 
awareness  that  Boeing  makes 
more  than  airplanes,  Andrews 
says.  Many  of  the  images  are  of 
aerospace  and  military  products,  such  as  the 
F/A-18  Hornet  in  aircraft  carrier  operations. 

Boeing  and  GM  are  the  beachhead  for  a 
push  into  corporate  image  marketing  by 
Getty.  The  photo  store  concept  “probably 
appeals  to  100  companies  worldwide, 
whose  imagery  has  broad  consumer 
appeal,”  says  Pete  Peterson,  Getty’s 
director  of  media  management  services. 
"We  joke  that  it’s  trains,  planes  and  auto¬ 
mobiles.”  -Edward  Prewitt 
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^  Now  get  Tablet  PC  and  notebook  functionality  in  one  system-for  one  low  price. 

Presenting  the  Fujitsu  LifeBook®  T3000  Tablet  PC.  A  unique  combination  tablet  and  notebook  that  gives  you  the 
best  of  both  worlds,  all  for  the  same  price  as  a  standard  notebook.The  LifeBookT3000 Tablet  PC  sets  a  new  standard  for  mobile 

versatility  and  convenience.  When  you  need  a  sleek,  high-powered  notebook,  simply  open  it  up  and 
use  its  full-size  keyboard.  Or;  when  you  want  to  sketch,  write,  or  take  notes,  pivot  and  secure  the 
screen  and  it  instantly  turns  into  a  Tablet  PC.  Either  way,  it  offers  you  built-in  wireless  access  to 
information  anywhere  with  the  latest  Intel®  Centrino™  mobile  technology.  So  stop  trying  to  decide  on 
MOBILE  whether  to  get  a  new  notebook  or  Tablet  PC.  Instead,  get  the  functionality  of  both,  for  the  price  of 
TECHNOLOGY  on|y  Gne.  q0  to  www.computers.us.fujitsu.com/2inl  today  for  details. 


A  notebook... 
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PATRIOT  ACT 

Debate  Heats  Up  Over 
Data  Privacy,  Terror  Fight 


THE  USA  PATRIOT  ACT  is  becoming  one  of 
the  most  polarizing  pieces  of  legislation 
ever.  Passed  in  the  aftermath  of  Sept.  11, 
2001,  with  little  debate,  the  law  and  its 
provisions  aimed  at  fighting  terrorism 
greatly  expand  the  power  of  law  enforce¬ 
ment  to  search  homes  or  offices  and 
demand  that  businesses  and  libraries  hand 
over  their  patrons’  records.  Today,  the  law 
is  viewed  as  either  an  important  tool  in  the 
war  on  terrorism  or  a  pernicious  threat  to 
civil  liberties — depending  on  whom  you 
ask.  With  key  portions  of  the  law  sched¬ 
uled  to  expire  at  the  end  of  2005,  the  fate 
of  the  feds’  new  powers  is  emerging  as  an 
issue  in  the  2004  presidential  campaign  as 
well  as  on  Capitol  Hill. 

Of  the  five  Democratic  presidential  can¬ 
didates  who  are  in  Congress,  only  Rep. 
Dennis  Kucinich  (D-Ohio)  voted  against 
the  Patriot  Act  two  years  ago.  Now  all  of 
them — spurred  by  angry  would-be  vot¬ 
ers — have  made  bashing  the  law  a  regu¬ 
lar  campaign  event.  Meanwhile,  three 
proposed  bills  would  amend  or  repeal  sec¬ 
tions  of  the  law.  One,  an  amendment  to  a 
spending  bill  that  would  withhold  fund¬ 
ing  for  search  warrants  that  are  kept  secret 
from  the  people  they  are  targeting,  easily 
passed  the  House  (at  press  time,  the  meas¬ 
ure  was  stalled  in  the  Senate).  And  bipar¬ 
tisan  legislation  called  the  Benjamin 
Franklin  True  Patriot  Act,  sponsored  by 
Kucinich  and  Rep.  Ron  Paul  (R-Texas), 
would  rescind  several  provisions  of  the 
original  Patriot  Act.  In  early  October,  a 
bipartisan  group  of  senators  led  by  Larry 
Craig  (R-Idaho)  introduced  the  Security 
and  Freedom  Ensured  Act  (Safe  Act), 
which  would  limit  the  Patriot  Act’s  use  of 


warrants,  wiretaps  and  surveillance. 

Much  of  the  backlash  is  directed  at  Sec¬ 
tion  215,  which  allows  the  Department  of 
Justice  to  obtain  without  a  warrant  personal 
and  business  information  about  such  things 
as  library  books  borrowed,  purchases  made 
with  credit  cards,  medical  records  and 
school  grades,  and  makes  it  illegal  for  any¬ 
one  to  disclose  that  they  have  been  asked 
for  information.  During  the  summer,  an 
internal  Justice  Department  investigation 
concluded  that  DoJ  employees  had  com¬ 
mitted  multiple  civil  rights  violations  while 
applying  the  Patriot  Act. 

CIOs  Face  Disclosure  Pressures 

In  response  to  growing  criticism,  Attorney 
General  John  Ashcroft  in  September 
released  a  statement  saying  that  Section  215 
has  never  been  invoked.  But  interviews  with 
three  corporate  executives  by  CIO,  none 
of  whom  would  agree  to  be  named,  indi¬ 
cate  that  the  law  has  created  a  climate  for 
business  in  which  protecting  the  privacy  of 
customers  who  are  not  terrorist  suspects  is 


Attorney  General  John  Ashcroft 

|  Wants  to  use  same  techniques  to 
investigate  both  terror  and 
BKaBI  nonterror  crimes. 

■PH  Rep.  Dennis  Kucinich  (D-Ohio) 

'  ■  ||  Would  repeal  key  provisions, 

including  power  to  seize  business 
f  #  J|  records. 


threatened.  The  executives  say  that  in  most 
cases  investigators  get  what  they  want  just 
by  asking.  And  that’s  bad  for  business.  Jet¬ 
Blue  customers  filed  two  lawsuits  over  the 
airline’s  decision  to  share  5  million  passen¬ 
ger  records  with  a  government  contractor 
for  a  research  project,  which  is  in  violation 
of  JetBlue’s  privacy  policy. 

Despite  the  outcry,  the  Bush  administra¬ 
tion  advocates  for  strengthening  the  Patriot 
Act.  The  Domestic  Security  Enhancement 
Act,  also  known  as  Patriot  D,  would  elimi¬ 
nate  the  2005  expiration  date  and  broaden 
the  definition  of  terrorism.  This  proposal 
was  leaked  early  this  year  and  touched  off 
a  storm  of  controversy,  all  but  killing  its 
chances.  Ashcroft  maintains,  however,  that 
the  Patriot  Act  has  prevented  other  terror¬ 
ist  attacks,  and  that  the  same  investigative 
techniques  included  in  the  Patriot  Act  have 
been  used  for  decades  to  combat  illegal 
drug  activity  and  other  criminal  behavior. 

But  Jonathan  Zittrain,  codirector  of  the 
Berkman  Center,  a  technology  policy  think 
tank  at  Harvard  Law  School,  says  using 
the  same  techniques  to  investigate  both  ter¬ 
ror  and  nonterror  crimes  would  put  even 
more  pressure  on  companies  to  balance  the 
privacy  rights  of  their  customers  with  their 
desire  to  cooperate  with  law  enforcement. 
At  minimum,  CIOs  would  spend  a  lot 
more  time  meeting  with  their  lawyers. 

-Ben  Wortben 


V  *  ^  Rep.  Butch  Otter  (R-ldaho) 

Would  withhold  funding  for 
search  warrants  that  are  kept 
Bk^rB  secret  from  their  targets. 

|  I  Sen.  Larry  Craig  (R-ldaho) 

*  Wants  to  limit  warrants, 

^0  \k.  wiretaps  and  surveillance. 


Patriot  Act  Scorecard 

There  are  plenty  of  ideas  for  changing  the  antiterrorism  law 
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Computers  for  the  Outside  World 


Toughbook  29 


WITH  TRUE  WIRELESS  MOBILITY,  SOME  OFFICE  VIEWS  ARE 
BETTER  THAN  OTHERS. 

Before  anyone  saw  the  mobile  computing  revolution  coming,  Panasonic  was 
focused  on  building  our  rugged  Toughbook®  PCs — designed  specifically  for  the 
harsh  environments  and  unpredictable  challenges  of  working  in  the  outside 
world.  We  manufacture  most  of  the  critical  components  ourselves  to  ensure 
optimal  reliability.  Consider  the  fastest  fully-rugged  PC  in  the  industry — the 
Toughbook  29,  equipped  with  Intel®  CentrincT  mobile  technology  for  maximum 
unwired  freedom.  No  matter  where  your  business  takes  you,  you’re 
assured  “anywhere”  email  and  Internet  access. 

Unmatched  reliability.  Wireless  connectivity.  A  vision  of  work  in  the  outside 
world.  To  find  out  how  Toughbooks  can  increase  your  productivity  and  provide 
cost-effective  computing  solutions,  call  Panasonic  at  1-800-662-3537  or 
visit  us  on  the  Web  at  panasonic.com/toughbook. 


TECHNOLOGY 


Panasonic  ideas  for  life 


Intel.  Intel  Centrino.  Intel  Inside,  the  Intel  Centrmo  logo  and  the  Intel  Inside  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  Toughbook  notebook  PCs  are  covered  by  a 
3-year  limited  warranty,  parts  and  labor.  02003  Matsushita  Electric  Corporation  of  America.  All  rights  reserved. 


- trendlines  — 

CULTURAL  HERITAGE 

The  Digital  Preservation  of  Lady  Liberty 

IT  tools  can  help  preserve  important  landmarks  and  works  important  to  human  history. 
One  problem:  the  uncertain  shelf  life  of  digital  media. 


HEN  22ND  CENTURY 

conservators  need  to 
clean  or  patch  the  Statue 
of  Liberty,  they’ll  have  a 
wealth  of  details  to  draw 
on — provided  they  can 
access  the  data  and  make  heads  or  tails  of 
their  predecessors’  notes  on  the  monument’s 
condition  and  the  work  done  on  it. 

The  plundering  of  ancient  Mesopotamian 
sites  after  the  United  States’s  invasion  of  Iraq 
brought  the  issue  of  cultural  preservation  to 
the  fore.  It  turns  out  that  IT  tools,  from  web¬ 
sites  that  give  virtual  tours  of  important 
landscapes  to  digital  archiving  technologies, 
are  valuable  in  efforts  to  document  objects 
and  sites  of  cultural  significance.  But  the 
same  tools  that  help  researchers  now  may 
not  leave  a  lasting  record.  Because  while 
cryptic  notes  about  relics  can  be  puzzled 
over  for  as  long  as  the  paper  holds  up,  infor¬ 
mation  that  winds  up  on  a  software  or 
media  format  that  has  a  limited  shelf  life 
might  as  well  be  sealed  in  a  long-lost  tomb. 
(See  “Standards  for  Posterity,”  below.) 

“It’s  almost  to  the  point  that  we’re  not 
quite  sure  what  we  need  to  know  [in  the 
future],  so  we’re  going  to  collect  as  much  of 
this  data  as  we  can,  extremely  precisely,” 
says  Stephen  Spaulding,  northeast  regional 
chief  of  the  National  Park  Service’s  archi¬ 
tectural  preservation  division. 

Even  with  this  long-term  uncertainty,  the 
Web  has  become  a  popular  vehicle  for 
preservation,  as  high-profile  sites  dedicated 


to  Iraqi  heritage,  Roman  ruins,  Japanese 
temples,  even  Michelangelo’s  David,  attest. 

The  most  advanced  websites  represent  an 
evolutionary  leap  beyond  the  rough  assem¬ 
blages  of  photographs,  video  clips,  rudimen¬ 
tary  computer  animation  and  field  notes  that 
typified  early  attempts  at  assigning  comput¬ 
ers  to  the  job  of  preservation.  They  combine 
detailed  scientific,  historical  and  cultural 


information  with  advanced  imaging,  virtual 
reality  tours  and  collaboration  tools. 

The  National  Park  Service  digitally 
archives  and  disseminates  information  on 
many  of  its  sites,  and  the  United  Nations’ 
agency  Unesco  last  year  launched  a  website 
(; www.virtualworldheritage.org )  to  foster 
the  conservation  of  the  U.N.’s  754  World 
Heritage  sites. 

But  websites  are  just  part  of  the  picture. 
Virtual  preservation,  broadly  defined,  is  any 
digital  documentation  effort  intended  to 


preserve  natural  and  man-made  cultural 
heritage.  The  field  encompasses  everything 
from  national  park  websites  and  museum 
exhibits  to  multimedia  hubs  for  archaeo¬ 
logical  digs.  It  involves  the  use  of  digital 
communications  and  collaboration  tech¬ 
nologies  that  connect  conservateurs. 

The  National  Park  Service  last  year  took 
precise  measurements  of  some  iconic  Amer¬ 


ican  monuments,  such  as  the  Statue  of  Lib¬ 
erty  and  Mount  Rushmore,  using  3-D  laser 
scanners  adapted  from  the  energy  and  engi¬ 
neering  industries.  They  also  recorded  and 
digitally  archived  ambient  temperaaire,  mois¬ 
ture  levels,  wind  direction  and  speed,  and 
other  conditions  affecting  the  monuments. 

Environmental  Data  Tracked 

While  this  data  might  help  in  the  recon¬ 
struction  of  a  damaged  monument — the 
project  was  widely  reported  as  a  response  to 
the  threat  of  terrorism — the  goals  include 
maintenance  and  education. 

“We  want  to  gather  sufficient  and  pre¬ 
cise  data  on  the  environmental  performance 
of  the  [Statue  of  Liberty’s  copper]  skin,  so  a 
hundred  years  down  the  line  they’re  able  to 
minimize  erosion  of  the  copper,”  Spaulding 
says.  Proponents  point  out  that  virtual 
preservation  has  the  potential  to  keep  the 
public  from  “loving”  sites  to  death.  Web  pre¬ 
sentations,  if  they  cut  traffic  at  the  actual 
sites,  can  reduce  damage  from  the  trampling, 
fingering  and  breathing  of  visitors. 

But  preservationists  are  also  holding  their 
breath  that  today’s  digital  presentations  will 
last  until  tomorrow.  -Ted  Smalley  Bowen 


Standards  for  Posterity 

THE  BENEFITS  OF  virtual  preservation  could  be  short-lived  if  archiving  and  stan¬ 
dards  are  not  addressed. 

XML  tags  and  metadata  can  help  researchers  annotate  multimedia  content,  but 
preservationists  need  to  hash  out  uniform  methodologies  and  interchange  formats, 
while  somehow  avoiding  the  all-too  familiar  standards  pitfalls  such  as  the  difficulty  of 
keeping  them  current,  according  to  Alonzo  Addison,  an  adviser  to  the  director  at  the 
Unesco  World  Heritage  Center  and  director  of  the  University  of  California  at  Berke¬ 
ley's  Center  for  Design  Visualization.  “By  the  time  you  agree  on  a  standard,  it’s  obso¬ 
lete,”  he  says. 

Copyright  enforcement  also  threatens  to  limit  virtual  preservation’s  potential  by 
preventing  the  free  exchange  of  data,  images  and  other  works,  he  adds.  -T.S.B. 
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It  ain’t  braggin’ 
if  you  can  do  it 


Finally,  a  company  that  talks  big  and 
works  bigger.  A  company  that  talks  ROI 
and  actually  delivers.  A  company  that 
provides  real  business  value  you  can 
measure.  A  network  solutions  and 
services  provider  called  NextiraOne. 

At  NextiraOne,  we  bring  clarity  to  your 
complex  communications  networks. 
Planning,  designing,  implementing, 
supporting  and  managing.  For  voice, 
data  and  converged  infrastructures. 

In  the  United  States  or  around  the 
world.  You  name  it,  we  do  it  -  with 
world-class  results. 

www.NextiraOne.com  (888)  888-1055 
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Study  proves  it: 


OptimalJ®  significantly  improves  J2EE 


The  Middleware  Company,  an  independent  Java  consulting  firm,  recently 
performed  a  study  to  compare  developer  productivity  in  two  different 
development  environments:  traditional,  code-centric  IDEs,  and  the  Model 
Driven  Architecture  (MDA)  approach  as  defined  by  the  Object  Management 
Group  (OMG).  Two  teams — one  using  Compuware  OptimalJ  and  another  using 
a  market-leading  code-centric  IDE — spent  four  weeks  creating  the  same 
J2EE  application  with  comparably  skilled  developers.  The  results:  Using  MDA 
with  OptimalJ  demonstrated  significant  productivity  and  quality  improvements 
over  traditional  development  approaches. 


particularly  interesting.  Responsible 
MDA  proponents  who  seek  to  be 
properly  circumspect  when  making 
claims  usually  caution  that  the  bulk  of 
the  ROI  for  MDA  is  likely  to  be 
realized  not  in  the  development  of  the 
first  project,  but  over  the  full  life  cycle 
of  multiple  projects.  This  ROI  outlook 
stems  partially  from  the  fact  that  there 
is  a  learning  curve  when  using  any  new 
tool,  and  another  one  when  adopting  a 
new  approach  to  development.  It  also 
is  due  to  a  number  of  advantages  that 
accrue  for  MDA  users  over  the 
medium  to  long  term: 


Independent  consultant  David  S. 
Frankel,  an  expert  in  the  architecture, 
design  and  development  of  complex, 
distributed  enterprise  computing 
systems,  has  analyzed  the  results  of  the 
study.  His  outlook,  summarized  here, 
reviews  the  implications  of  the  study 
for  the  IT  executive. 

Reviewing  the 
productivity  results 

The  study  recorded  the  time  each  team 
required  to  construct  the  application. 
As  the  table  in  the  sidebar  shows,  the 
MDA  team  finished  in  considerably 
less  time  than  the  traditional  team. 


Reviewing  the  quality  results 

Although  this  was  primarily  a 
productivity  study,  the  study’s  expert 
organizers  inspected  the  code  the  two 
teams  produced  and  found  the  two  sets 
of  results  were  of  good  and  roughly 
comparable  quality.  An  automated 
check  for  acyclic  dependencies,  a  common 
indicator  of  code  quality,  also  produced 
favorable  results  for  the  two  teams. 

Interpreting  the  results 

The  fact  that  the  MDA  team’s 
productivity  was  significantly  higher 
during  the  initial  development  phase  is 


Having  a  consistent,  proven 
architecture  across  a  number  of 
applications  makes  managing  the 
applications  easier. 

The  use  of  generators  assures  that  the 
same,  consistent  architecture  will  be 
followed  even  when  maintenance  teams 
who  change  the  applications  are  not 
composed  of  the  same  people  who 
developed  the  applications. 

3^  The  business-oriented  nature  of  formal 
models  makes  it  easier  to  identify  the 
parts  of  a  mature  system  that  need  to 
change  to  reflect  a  change  in  business 
conditions. 

These  points  make  a  strong  case  to 
an  IT  manager,  but  can  still  leave 
the  manager  wondering  how  painful 


development  productivity 


the  early  stages  of  the  uptake  of  MDA 
are  likely  to  be.  However,  this  study 
indicates  significant  ROI  even  on  the  first 
project,  and  even  when  tracking  just 
the  development  phase. 

Since  the  MDA  team  was  using  a  new 
tool  and  MDA  for  the  first  time,  it  is 
safe  to  expect  that  a  follow-up  study 
with  the  same  teams  using  the  same 
tools,  building  a  different  application, 
would  probably  result  in  an  even  larger 
productivity  effect. 

Now  is  the  time  to  get  started 

Since  MDA  is  a  relatively  new 
technology,  some  IT  managers  may 
prefer  to  wait  to  move  on  it,  since  we 
are  bound  to  see  improvements  in  the 
technology  over  the  next  few  years.  If 
the  benefit  of  MDA  were  simply 
having  a  better  development  tool, 
waiting  might  be  a  sensible  approach. 
However,  the  MDA  value  proposition 
goes  beyond  the  immediate  gain  of  an 
efficient  software  development  tool. 
MDA  offers: 

A  new  relationship  between  IT  and  the 
business:  The  fact  that  MDA  models 
are  less  technically  oriented  and  more 
oriented  to  business  concepts  allows  IT 
to  respond  more  directly  to  shifting 
strategies  that  the  business  devises. 


The  ability  to  leverage  top  technical  talent: 
By  organizing  special  architecture 
teams  to  supervise  the  definition  and 
maintenance  of  the  architectural 
patterns  that  MDA  generators  use,  IT 
can  magnify  its  power  to  leverage  the 
talent  of  its  brightest  and  most 
experienced  people. 

New  career  opportunities:  IT  managers 
can  extend  a  new  career  ladder  to 
developers  willing  to  make  the  cultural 
shift  that  MDA  requires.  The  message 
to  programmers:  “We  still  need  you,  if 
you  are  willing  to  combine  challenging 
technical  work  with  a  perspective  that 
is  closer  to  the  concerns  of  the 
business.” 

For  these  advantages  and  others,  it  is 
wise  to  get  started  with  a  deliberate 
transition  process  now. 


OptimalJ:  The  shortest  path  to 
greater  J2EE  development 
productivity 

Compuware  OptimalJ  is  a  model- 
driven,  pattern-based  enterprise 
development  environment  that 
fully  implements  MDA,  as 
standardized  by  the  Object 
Management  Group. 

Using  sophisticated  patterns  that 
have  been  validated  officially  by 
Sun  Microsystems,  OptimalJ 
bridges  the  gap  between  business 
and  technology  by  automatically 
translating  business  models  into 
working  J2EE  applications. 
Architects,  designers,  developers 
and  IT  managers  can  zero  in  on 
meeting  business  needs,  because 
OptimalJ  shields  them  from  the 
complexities  of  the  J2EE  platform. 

End  results: 


OptimalJ  customers  are  reporting 
40  to  90  percent  productivity 
savings  when  building  or 
maintaining  applications.  Call 
1 .800. COMPUWARE  to  capture 
similar  results  immediately. 

To  obtain  The  Middleware 
Company  case  study,  visit 
offers.compuware.com,  offer  code 
309CX10;  or  offer  code  30A5X4 
for  the  David  S.  Frankel  report. 


OptimalJ/MDA  team  achieves 
35%  productivity  improvements 
over  traditional  IDE  team 


TEAM 

ORIGINAL 
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HOURS 

ACTUAL 

NUMBER 

OF  HOURS 

Traditional 

Team 

499 

507.5 

MOA  Team 

442 

330 
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THE  COMMUNITY  HAS  BEEN 
JAWING  ABOUT... 


Spam:Two  steps  forward, 
five  steps  back 


Offshore  outsourcing:  It’s  your 
destiny 

Malware:  The  enemy  awaits 


Vendor  negotiations:  A  third 
party  can  get  you  a  bigger  bang 
for  the  buck 


YESTERDAY’S  NEWS 


Getting  a  seat  at  the  executive 
table:  If  you’re  not  there  now,  you 
never  will  be 


Our  online  community  of  IT  executive 
members  meets  often  to  trade  tips, 
tactics  and  best  practices.  To  learn 
more,  visit  exchange.cio.com. 


Six  Ways  to  Boost  Morale 

If  down  times  have  stalled  your  staff’s  productivity  and  depressed 
its  outlook,  add  these  tools  to  your  management  arsenal  and 
watch  them  bounce  back 


IN  1999,  IT  WAS  FUN  TO  MANAGE  I.T.  WORKERS.  You  were  liberal  with  bonuses,  provided  a 
stream  of  sexy  new  projects  and  created  a  career  path  filled  with  opportunity.  Now,  your  job  as 
manager  is  not  quite  as  much  fun.  The  specter  of  layoffs  hangs  in  the  air.  Training  has  disap¬ 
peared  and,  for  many  IT  workers,  so  has  the  dream  of  a  successful  career  in  IT.  No  wonder  your 
staff  is  a  little  depressed. 

But  according  to  members  of  the  Best  Practice  Exchange,  you  can  keep  morale  up  when  the 
chips  are  down  if  you  include  six  basic  elements  in  your  management  toolkit. 


1  Training.  Skills  development  is  probably 
more  important  to  IT  workers  than  to  any 
other  type  of  employee.  So  get  rid  of  the  parties 
and  the  vending  machines,  but  keep  a  decent 
training  fund  in  your  budget.  And  try  some 
cheap  alternatives.  Working  with  corporate 
training  and  development,  CIO  Sheila  Beauch- 
esne  of  Martha  Stewart  Living  Omnimedia 
secured  state  grants  to  help  fund  her  IT  training 
budget.  The  grant  from  New  York  covered 
50  percent  of  her  IT  training  budget  for  New 
York-based  employees,  and  the  Connecticut 
grant  covered  some  vendor  training  for  her 
employees  there.  “The  best  way  to  find  training 
grants  is  to  go  to  the  website  for  the  Depart¬ 
ment  of  Labor  for  your  particular  state,”  she 
says.  “Most  have  funds  for  training,  which  they 
use  as  a  tool  to  recruit  companies  and  retain 
jobs  in  their  states.  Some  funds  are  set  up  specif¬ 
ically  for  technical  training.” 

Steve  Agnoli,  CIO  of  Kirkpatrick  &  Lock¬ 
hart,  arranged  a  Microsoft-led  .Net  concepts 
and  applications  training  course  for  his  sys¬ 


tems  development  staff  at  no  charge  to  the 
firm.  The  class  provided  an  informed  evalua¬ 
tion  of  how  the  .Net  framework  might  work  at 
Kirkpatrick  &  Lockhart,  and  Microsoft  ben¬ 
efited  from  showcasing  its  new  technology 
solution  to  an  eager  client  audience. 

Recognition.  Whether  your  balance  sheet 
is  in  the  red  or  black,  your  people  want  to 
know  that  they  matter,  and  proving  it  to  them 
doesn’t  have  to  cost  a  fortune.  Here’s  an  idea 
that  works  for  Lee  Lichlyter,  VP  and  CIO  of 
Butler  Manufacturing:  Every  quarter,  IT  staffers 
nominate  peers  for  an  outstanding  effort  in 
technical  wizardry,  service  excellence  or  value 
creation.  Staff  and  senior  management  vote, 
and  the  winners  receive  a  modest  cash  award 
and  a  giant  silver  cup  engraved  with  their  name, 
which  they  keep  until  the  next  quarter. 

Financial  rewards.  Let’s  face  it,  money 
talks.  So  make  sure  that  even  in  tight  times 
you  dip  into  the  pot,  especially  for  your  “A” 
players.  “Despite  some  recent  layoffs,  we  con¬ 
tinue  to  reward  outstanding  performance  with 
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Middleware  is  Everywhere 


MIDDLEWARE  is  what  on  demand 
business  demands.  And  middleware  is  HadkiiMiauBUdMaM 
software  like  IBM  WebSphere®  Using  an  open  and  scalable 
foundation,  WebSphere  lets  you  swiftly  respond  to  change. 
Applications  are  easily  updated,  tested  and  deployed. 
Lead  time  is  shortened.  And  everything  clicks,  regardless  of 
platform.  WebSphere  delivers  it  all.  On  the  money.  On  demand 
(@  business  on  demand™at  ibm.com/websphere/middleware 


1.  New  design  already  tested. 

2.  Suppliers  already  linked. 

3.  Procurement  already  automated 

4.  Blueprints  already  updated. 

5.  Engine  all  ready  for  takeoff. 


WebSphere 


IBM.  WebSphere,  the  e-business  logo  and  e-business  on  demand  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in 
the  United  States  and/or  other  countries.  ©2003  IBM  Corporation.  All  rights  reserved. 
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spot  bonuses,”  says  Tom  Smith,  CIO  of 
Waste  Management.  “And  we  have  re¬ 
affirmed  that  our  401  (k)  match  and  similar 
benefits  have  been  retained.  All  of  these 
statements  let  our  employees  know  that 
Waste  Management  will  continue  to  treat 
them  as  the  valuable  assets  they  are.” 

Communication.  The  combination  of 
fear  and  ignorance  is  powerful,  indeed, 
so  keep  your  employees  in  the  loop.  Weekly 
meetings,  open-door  polices  and  regular  vis¬ 
its  with  employees  will  help  quell  the  rumors 
that  are  often  damaging  to  staff  morale. 
“Our  CEO  has  a  quarterly  ‘all-hands’  call  in 
which  he  tells  everyone  what  we’ve  done  and 
what  our  plans  are,  ”  says  Bob  Odenheimer, 
senior  VP  of  IT  at  Magellan  Behavioral 
Health.  “Thirty  minutes  of  narrative  and  30 
for  questions  are  a  big  help  with  staff  morale. 
You’d  be  surprised  what  it  means  to  employ¬ 
ees  when  they  can  ask  their  CEO  direct  ques¬ 
tions  and  get  a  real  answer.” 

Alignment.  As  Andrew  Dillane,  IT 
director  at  CNC  Global,  puts  it,  “There 
is  a  direct  relationship  between  morale  and 
an  individual’s  ability  to  contribute.”  So 
make  sure  all  members  of  your  IT  staff  get  to 
sink  their  teeth  into  the  projects  that  bring  the 
most  value  to  the  enterprise.  Soon  after  he 
became  CIO  of  The  Huntington  National 
Bank  in  March  2001,  Joe  Gottron  and  his 


team  worked  closely  with  the  business  units 
and  the  finance  department  to  replace  an 
ineffective  “all  you  could  ask  for”  work- 
request  system  and  a  “who  you  knew”  pri¬ 
oritization  system  with  a  chargeback  process 
for  application  development  and  project 
management.  This  new  process  has  dramat- 
ically  improved  productivity  and  morale. 
“The  new  process  provides  interconnectiv¬ 
ity  between  projects,  budgets  and  resources,” 
says  Gottron.  “Today,  business  unit  priori¬ 
ties  are  very  clear,  and  the  technology  team 
knows  that  what  they’re  working  on  truly 
matters  to  the  business.  That  creates  a  great 
deal  of  energy  and  motivation.” 

Leadership.  Jeff  Chasney,  CIO  of  CKE 
Restaurants,  contributes  up  to  2  percent 
of  his  annual  salary  for  recognition  parties, 
employee  events,  dinners  and  employee 
awards.  Scot  Klimke,  vice  president  and  CIO 
of  Network  Appliances,  directs  his  more  sea¬ 
soned  staff  to  work  with  the  Gen  X-ers  and 
to  give  them  the  assurance  that  economic 
downturns  do  inevitably  come  to  an  end. 
Now  is  the  time  to  look  up  from  your  spread¬ 
sheets,  take  a  minute  between  meetings  and 
use  all  of  your  leadership  energy  to  make  life 
a  bit  more  pleasant  for  those  who  have  chosen 
to  follow  you.  (To  learn  more  about  boosting 
staff  morale,  visit  www.cio.com/printlinks 
to  read  “Staff  Alert.”) 


One-Liners 

ON  THE  I.T.  ORGANIZATION 

It  would  be  great  if  wev  as 

CIOs,  could  determine  what  a 
perfect  IT  organization  would 
look  like.  Then  all  we  would 
need  to  do  is  implement  it 
and  head  for  the  golf  course. 

-BRUCE  REIRDEN,  VP  AND  CIO.  CARE  NEW  ENGLAND  HEALTH  SYSTEM 


o 


Q:  We  are  considering  using  Six 
Sigma  in  my  organization.  Can 
someone  who  has  experience  with  it 
provide  some  lessons  learned? 


VA:  At  J.P.  Morgan  Chase,  Six  Sigma 
is  the  business  process  reengineering 
(BPR)  methodology.  The  company 
O  has  adopted  the  methodology,  trained 
people  on  it  and  certified  them  as  experts. 

The  rigor  of  Six  Sigma  has  given  us  a  great 
framework  for  creating  clear  deliverables 
and  for  measuring  process  improvements. 
Some  lessons  learned: 

1.  Make  sure  you  have  management  commit¬ 
ment.  You  cannot  take  a  serious  BPR 
approach  to  automation  projects  without  it. 

2.  Pay  attention  to  the  relationship  between 
your  Six  Sigma  BPR  and  the  software  devel¬ 
opment  lifecycle  you  have  in  place.  Make  sure 
the  touch  points  between  the  BPR  and  the 
architecture  efforts  are  clear  and  that  deliver¬ 
ables  are  aligned  and  clearly  defined.  The 
project’s  governance  body  should  have  repre¬ 
sentation  from  the  business,  Six  Sigma, 
operations  and  technology. 

3.  Six  Sigma  provides  a  rigorous  set  of  tools 
for  defining  goals  and  measuring  baseline  and 
improvements.  It  also  includes  a  “voice  of 
client"  element  used  to  understand  clients' 
perceptions  of  existing  processes  and  how  they 
should  be  improved.  The  business  community 
needs  to  understand  how  well  the  project  is 
tracking  to  its  goals,  which  are  aimed  at  solving 
issues  that  clients  consider  most  important. 

4.  Be  flexible  and  work  in  iterations.  Any  major 
project  takes  time,  in  large  measure  because 
the  business  environment  continues  to 
change  while  analysis  and  implementation 
efforts  are  under  way.  Be  ready  to  iterate, 
and  continually  refine  your  reengineered 
processes  and  their  automation.  (Read  tips 
from  Seagate  Technology  CIO  Mark  Brewer 
in  “Six  Sigma  Comes  to  IT,”  online  at 
www.cio.com/printlinks.) 

-JOSEPH  DAFNI,  VP.  CHIEF  BUSINESS 
TECHNOLOGIST  (IN  GCRM  TECHNOLOGY). 

J.P.  MORGAN  CHASE 
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MOVE 

MOUNTAINS 
WITH  JUST 
ONE  FINGER. 


Constant  email  access. 
For  those  who  need  to 
get  things  done  instantly. 
800-NEXTEL9  /  nextel.com 


BLACKBERRY 


Nextel's  Nationwide  Network  serves  293  of  the  top  300  markets. 

©  2003  Nextel  Communications,  Inc.  NEXTEL®  and  NEXTEL.  DONE,  are  service  marks, 
trademarks,  and/or  registered  trademarks  of  Nextel  Communications,  Inc.  The  BlackBerry  and 
RIM  families  of  related  marks,  images  and  symbols  are  the  exclusive  properties  and  trademarks 
and/or  registered  trademarks  of  Research  In  Motion  Limited  -  used  by  permission.  All  other 
product  or  service  names  are  property  of  their  respective  owners.  All  rights  reserved. 


ITM 


When  you  distribute  information  to  a  few  users,  it's  easy. 


From  one  user  to  millions,  from  casual  through  power  users,  from  your  employees  to  your  partners  and  customers,  Information  Builders 
can  provide  you  with  the  most  cost-effective  way  to  get  more  consistent  information  to  more  people.  Our  WebFOCUS  enterprise 
reporting  software  is  the  proven  solution  used  by  80%  of  Fortune  100  companies  to  optimize 
business  performance.  See  how  to  simplify  a  complex  environment  by  calling  800-969-INFC 
or  visit  us  at  informationbuilders.com  for  a  demonstration.  Information  Builders.  ANSWERS. 


The  Standard  for 
Enterprise 
Business 
Intelligence 
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Peer  to  Peer 

Field-Tested  Ideas  from  CIOs  for  CIOs 


Hands  Across 

the  Pond 

As  the  CIO  of  U.S.  Can  discovered,  building  a  global 
IT  shop  takes  flexibility,  a  respect  for  cultural 
differences  and  a  tolerance  for  multiple  pints  of  ale 

BY  SHELEEN  QUISH 

I’VE  FORGOTTEN  MY  HIGH  SCHOOL  FRENCH.  I  don’t  speak  Ger 
man  or  Italian.  And  I  speak  just  enough  Spanish  to  get  by  on 
vacation  in  Mexico.  So  perhaps  it  was  wishful  thinking  on  my 
part  to  assume  that  IT  was  a  universal  language  and  that  it  would 
be  easy  to  blend  the  skills  of  IT  staffs  from  seven  countries. 

What  was  I  thinking? 

When  I  became  CIO  for  U.S.  Can  in  late  2000,  I  walked 
into  a  number  of  challenges  and  really  didn’t  give  our  people 
across  the  pond  much  thought.  My  first  impression  of  U.S. 
Can’s  European  IT  managers,  who  are  based  in  the  United 
Kingdom,  was  that  they  had  fancy  PowerPoint  presentations 
and  fancier  visions  for  IT.  And  I  noticed  that  they  spelled  every¬ 
thing  with  s’s  instead  of  z’s. 

They  were  very  proper  and  had  immense  disdain  for  our 
old  AS/400-based  systems.  They  had  dreams  of  RFIDs  on  each 
and  every  one  of  the  2  billion  cans  we  make  annually.  It  seemed 
like  they  were  flying,  and  we  were  crawling. 

Some  of  the  U.S.  staffers  had  a  pretty  negative  attitude  toward 
their  IT  brethren  in  Europe.  All  that  really  linked  us  was  a  Sprint 
WAN.  We  had  no  other  systems  in  common — not  even  e-mail. 
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One  day,  not  more  than  two  months  into  my  new  gig,  our  ISP 
went  bankrupt,  shut  its  doors  and  cut  off  service  with  no  notice. 
We  were  dead  in  the  water.  My  first  thought  was  to  call  Sprint 
and  ask  them  to  be  our  ISP.  But  there  was  only  so  much  Sprint 
could  do  immediately.  While  we  were  in  the  weeping  and  gnash¬ 
ing  of  teeth  stage,  we  vented  to  the  only  other  people  who  could 
identify  with  our  pain:  our  European  IT.  While  I  was  running 
around  soothing  the  fears  of  the  executive  management  team, 
my  network  guy  and  their  network  guy  started  talking,  and 
they  figured  out  that  we  could  bounce  data  across  Sprint’s  WAN 
and  use  the  European  ISP  as  a  backup.  Within  a  day,  we  were 
back  up.  Slow,  but  up.  Our  data  was  flowing,  and  the  ancient 
e-mail  system  was  working  again.  All  of  a  sudden,  these  two  IT 
shops  were  joined  at  the  hip,  bonded  through  crisis. 

This  initial  encounter  prompted  us  to  start  sharing.  There 
was  no  plan  for  any  sort  of  corporate  globalization;  we  were 


ILLUSTRATION  BY  CHRIS  SHARP 


NO  MATTER  HOW  MUCH  OIL  IS  ON  THE  HINGES 
THIS  DOOR  IS  DIFFICULT  TO  OPEN. 


Once  you  go  in,  you  have  to  take  control: 

Of  a  meeting,  of  a  strategy,  of  the  future  of  an  enterprise. 

With  our  Associates  on  your  project,  with  their  skills  and  experience 

It’s  easier  to  take  control. 

It’s  easier  to  open  that  door. 


Were  Resources  Connection. 
We  create  value  for  clients  by 
helping  them  execute  their 
strategies  more  cost-effectively. 
We  began  as  part  of  a  Big  Four 
firm;  now  we  are  independent 
and  publicly  traded.  Our 
heritage  attracts  the  best  project 
specialists,  veterans  of  the  Big 
Four  firms  and  FORTUNE  500" 
companies  —  so  they  know  how 
it  feels  to  open  that  door. 


RESOURCES 


Get  there  with  people  who  have  been  there  before. 
Finance  and  Accounting,  HR,  IT,  Internal  Audit  and  Supply  Chain 


800-900-1131 

resourcesconnection.com 


Peer  to  Peer 


just  a  group  of  kindred  spirits  who  found  commonality  in  our 
business  challenges. 

Even  so,  the  language  barrier  between  our  English  and  theirs, 
especially  those  with  a  Welsh  accent,  was  huge.  The  most 
common  phrase  heard  was,  “What  did  you  say?”  We  finally 


began  using  videoconferencing  to  read  facial  expressions  and 
body  language.  Because  of  the  time  difference,  when  our  meet¬ 
ings  started  we  were  on  our  second  cup  of  coffee  and  the  Euro¬ 
pean  staffers  were  thinking  about  stopping  at  the  pub  on  their 
way  home. 

Replacing  the  company’s  e-mail  system  in  the  United  States 
was  the  first  project  we  tackled.  The  U.S.  group  was  leaning 
toward  Lotus  Notes  because  it  ran  on  the  AS/400,  while  the 
European  operation  had  the  Microsoft  Outlook/Exchange  com¬ 
bination.  Since  we  already  had  the  Microsoft  Office  suite  on  our 
U.S.  desktops,  and  e-mail  was  included  in  the  Microsoft  licenses, 
it  seemed  to  me  a  no-brainer  to  select  Outlook/Exchange.  It 
saved  money,  we  had  in-house  support  in  Europe,  and  it  was  a 
huge  step  toward  globalization.  (Or  is  it  globalisation?) 

Then  the  European  team  lost  its  executive  sponsor.  They 
were  leaderless.  As  the  CIO,  it  made  sense  for  me  to  step  up  and 
offer  to  manage  all  the  IT  resources  in  the  company. 

The  Pub  Tour 

But  first,  my  CEO  decided  it  was  time  for  me  to  meet  some  key 
folks  in  Europe.  I  had  never  been  abroad  and  didn’t  even  have 
a  passport  (never  mind  the  appropriate  adapters  for  my  curling 
iron!).  Finally,  everything  came  together  and  off  I  went  to 
Cologne,  Germany,  London  and  Wales — all  in  a  five-day 
period.  I  took  lots  of  pictures,  especially  of  the  members  of  the 
IT  team.  I  still  have  one  on  display  in  my  office:  our  guys  in  the 
pub  at  lunch.  The  pub  was  a  tiny  place  in  Wales,  warmed  by 
a  coal  fire  just  as  it  had  been  in  the  16th  century.  (And  we 
think  colonial  is  old.) 

The  trip  was  a  success.  Meeting  the  European  team  face-to- 
face  really  improved  everyone’s  comfort  level  and  generated 
confidence  in  the  proposed  new  arrangement.  (The  beers  didn’t 
hurt  either.  Key  criteria  for  a  global  CIO:  Be  capable  of  handling 


multiple  pints  of  ale.) 

Even  before  I  approached  the  CEO  about  formalizing  this 
arrangement,  it  seemed  like  a  good  idea  to  review  all  aspects  of 
our  operations  and  look  for  other  synergies.  As  it  turned  out, 
there  were  people  in  the  United  Kingdom  who  had  skills  and 

experience  we  didn’t  have  on  our 
U.S.  team  and  visa  versa.  At  that 
time,  my  U.S.  technical  support  team 
needed  an  experienced  manager,  and 
we  didn’t  have  the  budget.  I  reposi¬ 
tioned  the  lead  person  in  the  United 
Kingdom  to  fill  that  spot  and  help  us 
define  a  global  strategy. 

On  a  more  strategic  scale,  we  built 
a  three-year  global  IT  plan  to  sup¬ 
port  U.S.  Can’s  business  objectives. 
It  is  architected  to  support  a  single 
set  of  standards  and  includes  a  long-range  plan  to  move  to  a 
single  platform.  With  buy-in  from  IT  teams  on  both  sides  of  the 
Atlantic,  I  went  to  the  CEO  and  the  CFO  with  the  concept  of 
a  global  IT  group.  The  idea  was  embraced,  and  we  were 
launched. 

Going  Global 

During  the  past  two  years,  we  have  reduced  our  costs  by  about 
10  percent  annually  in  real  dollars.  Here  are  some  specific 
examples  of  what  we  have  achieved: 

■  A  common  infrastructure:  global  e-mail  system,  and  Token 
Ring  to  Ethernet  conversion  in  United  States. 

■  Joint  projects  and  joint  project  teams:  active  directory  and 
firewalls. 

■  Best  practice  sharing:  applications,  standards  and  processes. 

■  Global  contracts  and  cost  savings:  We  can  manage  vendors 
on  a  global  basis. 

■  Around-the-clock  coverage  and  backup. 

■  Fill-in  resources  for  each  other — both  strategic  and  tactical. 

■  A  sincere  appreciation  for  each  other’s  cultures. 

It’s  probably  worth  mentioning  that  one  of  the  side  benefits 
of  this  arrangement  is  travel.  I’ve  visited  our  plants  in  Merthyr 
Tydfil,  Wales,  Erftstadt,  Germany,  and  Reus,  Spain.  Along  the 
way,  I’ve  driven  (slowly)  by  Windsor  Castle  and  through 
Catherine  Zeta-Jones’s  hometown.  And  now  other  functions 
such  as  sales,  HR  and  finance  have  started  working  more 
closely  together  with  their  European  counterparts,  sharing 
expertise  and  information. 

It  really  is  a  small  world  after  all.  QE1 


Sheleen  Quish  is  global  CIO  and  corporate  vice  presi¬ 
dent  of  marketing  for  U.S.  Can.  She  can  be  reached  at 
squish@uscanco.com. 


It  was  wishful  thinking  on  my  part  to  assume  that  IT 
was  a  universal  language  and  that  it  would  be  easy  to 
blend  the  skills  of  IT  staffs  from  seven  countries. 
Guess  again.  Even  the  language  barrier  between  our 
English  and  our  British  colleagues’  English  was  huge. 
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How  do  you  know 
you’re  getting  is 


if  the  IT  guidance 
any  good? 


Try  applying  it. 


The  client  litmus  test  that  any  IT  research/advisory  firm  must 
pass  is  simple.  Are  its  research  and  guidance  unbiased  and 
actionable?  At  META  Group,  we  distinguish  ourselves  by 
delivering  objective,  practical  research  and  guidance  that 
can  actually  be  used.  In  fact,  in  a  recent  survey  of  our  clients 
who  also  use  Gartner,  our  objectivity  was  rated  more 
valuable  by  over  2  to  1*.  What  kind  of  guidance  can  we 
provide  you?  Our  phone  number  might  be  a  good  start: 
Call  800-945-META  or  visit  metagroup.com 
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'Survey  conducted  by  META  Group:  numbers  represent  clients  who  use  both  META  Group  and  Gartner  and  who  expressed  a  preference. 


Michael  Schrage  I  Making  IT  Work 


It's  All  About  the  Execution 


Time  to  Brand 

Your  IT? 

Conducting  an  exercise  in  branding  could  help 
you  manage  user  expectations  and  improve 

your  department’s  image 

BUILDING  A  BRAND  IS  ONE  of  the  darker  business  arts.  Are  brands 
more  about  making  people  think  thoughts  or  feel  emotions ?  Is 
the  essence  of  a  brand  absolutely,  positively  captured  by  slogans 
like  “It  floats!”  or  “The  Real  Thing”  or  “You’re  in  good 
hands”?  Or  do  those  tag  lines  merely  exist  to  semantically 
reinforce  what  really  expensive  ad  agencies  like  to  call  “the 
brand  experience”? 

Heck  if  I  know.  But  I’m  confident  that  the  vast  majority  of 
CIOs  don’t  bring  much  of  a  branding  sensibility  to  the  work 
they  oversee.  I  asked  one  Fortune  100  CIO  how  he  would 
describe  his  IT  department’s  “brand”  within  the  enterprise.  He 
looked  at  me  as  if  I  were  a  moron — I  know  that  look;  I  see  it 
a  lot — and  sniffed,  “You  mean,  what’s  our  reputation ?” 

“No,”  I  persisted.  “If  your  IT  shop  were  a  firm  within  the 
firm,  how  would  you  describe  the  brand  value  of  your  group 
and  what  it  delivers?”  After  a  pregnant  pause,  he  answered:  “I 
would  say  that  we  are  an  agile,  world-class  CMM  Level  4  IT 
function  that  is  both  responsive  to  and  collaborative  with  our 
business  partners  in  a  timely,  cost-effective  and  quality-oriented 
way.”  He  said  this  with  a  straight  face. 


Now  it  was  my  turn  to  look  at  the  CIO  as  if  he  were  a 
moron.  I  had  worked  with  this  company.  Let’s  just  say  the 
“brand  experience”  his  internal  clients  described  was  something 
less  than  the  breathtaking  “brand  value”  he  so  eloquently  pro¬ 
moted.  Because  I’m  basically  not  a  nice  guy,  I  started  asking 
other  CIOs  and  IT  executives  this  question.  The  answers — after 
the  obligatory  “You  must  be  kidding”  look — were  either  vari¬ 
ations  on  this  “mission  statement”  theme  or  simple  statements 
about  what  they  thought  was  their  group’s  “core  competence.” 
This  was  true  even  for  companies  built  on  brand  management, 
such  as  Procter  &  Gamble.  The  most  impressive  response  was, 
“We’re  the  best  partner  for  data-driven  business  initiatives.” 

The  Value  of  a  Brand 

Because  I’m  really  not  a  nice  guy,  I  also  asked  executives  and 
midlevel  managers  at  a  variety  of  companies  the  obvious  coun- 
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terpart  question:  How  would  you  describe  the  “brand  value” 
or  “unique  selling  proposition”  positioning  of  your  company’s 
IT  department? 

What  Your  Users  Think  of  You 

No  one  looked  at  me  as  if  I  were  a  moron  this  time.  To  the 
contrary,  snorts,  smirks  or  smiles  prefaced  every  reply.  “Our 
IT’s  brand  proposition?”  said  one  HR  executive.  “It’s  got  to  be, 
‘We’re  always  looking  for  ways  to  outsource  to  India.’”  Another 
was:  “Gotta  problem?  That’s  why  we  have  the  help  desk.  Call 
them.”  Or  how  about,  “You’re  not  just  a  partner;  you’re  a  beta 
site”  and  “You  bought  it;  you  support  it”?  Several  responses 
revolved  around,  “Yes,  we  can  do  that  for  you  if  your  really 
want — but  not  at  that  budget  and  schedule.” 

In  other  words,  internal  customers  and  clients  tended  to 
focus  on  promises  unfulfilled  or  pathologies  they  disliked.  To  be 


fair,  almost  every  internal  customer  in  my  unscientific  sample 
acknowledged  what  their  IT  departments  were  trying  to  accom¬ 
plish.  But  they  chose  to  focus  on  describing  their  actual  expe¬ 
riences  as  the  brand  value.  Of  course,  none  of  these  IT 
departments  actually  had  an  internal  “brand  manager”  or 
brand-building  campaign.  Which  begs  the  obvious  questions: 
Should  CIOs  think  of  their  operations  as  an  exercise  in  build¬ 
ing  a  brand?  What  if  a  CIO  had  a  brand  manager  responsible 
for  internal  promotion  of  the  IT  brand  within  the  company?  If 
a  CIO  hired  an  ad  agency  to  come  in  and  create  an  advertising 
and  promotional  campaign  within  the  company,  what  would 
that  campaign  look  like?  What  might  it  promise?  Who  would 
be  the  key  targets?  How  would  success  be  measured? 

How  to  Change  a  Bad  Rep 

These  questions  may  seem  rhetorical,  but  they  aren’t.  IT  is 
under  fire  in  global  enterprises  and  for  good  reason.  IT’s  value 
within  the  organization  seemingly  oscillates  between  strategic 


opportunism  and  necessary  evil.  IT  is  alternately  regarded  as 
critical  differentiator  and  costly  commodity.  CIOs  could  do  far 
worse  than  go  through  the  disciplined  exercise  of  submitting 
their  strategic  and  operational  aspirations  to  the  rigors  of  a 
branding  methodology. 

I’m  not  for  a  moment  suggesting  that  IT  must  be  branded 
within  the  company  or  that  a  CIO  would  be  wise  to  steal  away 
a  brand  manager  from  P&G  or  Nike  or  Coca-Cola — or  from 
his  own  company! — to  bring  a  branding  sensibility  to  the 
department.  Even  more  important,  I’m  not  saying  that  CIOs 
should  behave  as  if  IT  needs  to  be  internally  branded. 

Building  a  Brand 

However,  I’m  completely  comfortable  asserting  that  a  brand 
perspective  can  bring  organizing — and  reorganizing — princi¬ 
ples  to  IT  that  could  make  it  far  easier  to  manage  expectations 
as  well  as  implementations.  Creating  a 
brand  for  an  ERP  upgrade,  for  instance, 
might  help  anesthetize  the  pain  of  adjust¬ 
ment.  After  all,  internal  clients  are  con¬ 
sumers  and  users  of  IT  goods  and  services. 
They  see  IT  vendors  conduct  brand-building 
campaigns.  Their  expectations  are  being 
dynamically  influenced  by  what  they  see  in 
the  press  and  on  the  Net. 

Indeed,  every  individual  a  CIO  deals 
with  inside  the  company  and  out  has  been 
a  target  of  a  branding  campaign.  People  are 
used  to  seeing  and  experiencing  advertis¬ 
ing,  marketing  and  promotional  campaigns. 
They’ve  been — we’ve  been — conditioned 
accordingly.  Doesn’t  it  seem  odd  that  we 
run  our  internal  IT  operations  in  a  way  that  effectively  ignores 
this  reality?  Isn’t  it  ironic  that  some  of  the  most  gifted  and 
expert  branding  organizations  in  the  world  seemingly  ignore 
that  expertise  in  their  own  internal  organization? 

In  the  same  way  CIOs  are  wise  to  imagine  what  they  would 
do  if  the  departmental  budget  was  cut  another  25  percent  or 
increased  by  another  15  percent,  they  would  learn  an  awful  lot 
if  they  pictured  their  portfolio  of  services  and  deliverables  in  the 
brand  context.  Is  IT  a  single  brand?  Or  a  family  of  related  brands 
that  should  be  appropriately  segmented?  Again,  I  haven’t  a  clue. 

But  I  do  know  that  the  ability  to  build  a  positive  brand 
identity  within  the  company  would  lead  to  new  and  improved 
information  technology.  0EJ 


Michael  Schrage  is  codirector  of  the  MIT  Media  Lab's 
eMarkets  Initiative.  He  can  be  reached  at  schrage@ 
media.mit.edu.  Please  send  your  comments  to  us  via 
e-mail  at  letters@cio.com. 
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CIOs  could  do  far  worse  than  go  through  the 
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isn’t  afraid  to  take  a  unique  perspective. 
That’s  why,  everywhere  you  look,  Bloomberg’s  corporate  offices  are 
filled  with  streaming  financial  news  on  displays  from  Samsung  —  the 
world’s  leading  manufacturer  of  TFT-LCD  displays.  From  columns  on 
the  wall  to  displays  in  the  floor,  Samsung  monitors  set  themselves 
apart  by  delivering  superior  technology  and  stylish  design.  And  the 
new  SyncMaster  192T  is  no  exception.  With  that  kind  of  outlook,  it’s 
easy  to  be  bullish  about  Samsung. 
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Hyundai  can  see  it.  It’s  under  the  hood.  New  cars  from  Hyundai  do  more  than 
drive  —  they  talk  back.  IBM  and  Hyundai  Motors  teamed  up  to  put  “telematics”  in 
Hyundai  vehicles.  Performance  data  streams  from  car  to  carmaker.  So  maintenance 
efficiency  goes  up.  After-sales  service  improves.  Warranty  costs  come  down.  And 
information  gets  fed  back  into  Hyundai’s  new  car  designs,  shortening  production 
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Where  to  find  a  million 
dollars  you  never  knew 
you  had. 

Chances  are  you’re  sitting  on  some  cash.  Problem  is,  it  could 
be  anywhere.  Behind  your  servers.  Stuck  in  a  silo.  Buried  in 
your  processes.  Or  underneath  Mike  in  marketing.  You  may 
not  have  it  in  your  sights,  but  one  thing  is  for  sure,  it’s  there. 
So  how  do  you  find  it? 


IBM  business  consultants  help  you  root  out  bottlenecks,  turf  wars  and  cultural  ruts 
and  turn  them  into  new  revenue  streams  or  avoided  costs.  By  running  at  a  state  of 
uber-efficiency,  everything  falls  into  place.  Nothing  can  hide.  Nothing  gets  mired  down. 
And  savings  get  tilled  back  in. 

In  a  time  when  IT  money  is  limited  to  what  you  can  shake  out  of  the  corporate  couch 
cushions,  on  demand  options  are  plentiful.  Like  outsourcing.  Grid  computing.  Pay-as- 
you-go  resources.  And  Linuxf  All  efficiency  boosters.  All  without  a  complete  overhaul. 


Can  you  see  it?  It’s  an  on  demand  world.  And  IBM  Business 
Consulting  Services  can  look  at  your  business  holistically  (at  the 
macro  level)  and  then  jump  in  (at  the  micro  level)  to  bring  hidden 
opportunities  to  the  surface.  So  you  can  squeeze  every  dollar,  euro  and 
dinar  out  of  them.  You  show  us  the  couch,  we’ll  help  show  you  the 
cash.  On  demand  business.  Get  there  with  @  business  on  demand"' 
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The  grand  ERP  vision  of  one 
application  and  one  data¬ 
base  for  everything  your 
company  does  may  finally 
be  achievable.  But  does  that 
mean  you  should  rip  out  all 
your  systems  and  replace 
them  with  a  single  instance? 
Here’s  how  to  decide. 


)r  the  better  part  of  three  days 

June,  Bill  McDermott,  president  and  CEO  of  SAP  America,  sat  at  the  head  of  an 
oversized  conference  table  in  an  out-of-the-way  third-floor  meeting  room  in  the  Orange 
County  Convention  Center  in  Orlando,  Fla.  CIOs  and  other  executives  from  some  of  the 
country’s  leading  companies  attending  the  software  giant's  annual  Sapphire  trade 
paraded  in  and  out,  happy  for  face  time  with  the  head  of  the  company  to  which 
most  have  either  given  or  are  about  to  give  millions  of  dollars.  In  a  meeting  with  a  CIO 
reporter,  McDermott  stares  out  the  tinted  glass  wall  overlooking  the  bustling  conven¬ 
tion  floor  and  then  dives  into  the  same  pitch  he  gives  the  pilgrimaging  executives. 

“You  have  ERP,”  says  SAP’s  CEO.  “The  next  step  is  to  expand  it  to  CRM  and  the  supply 
chain."  The  idea,  he  says,  is  to  control  ail  the  data  in  a  company  by  standardizing  on  one 
system  for  the  front  end  and  using  one  data  source  for  the 
back.  His  pitch  reaches  its  climax  when  McDermott 
sounds  the  message  SAP  has  been  trumpeting  all  week: 

It’s  time  to  move  to  a  single  instance. 

In  other  words,  McDermott  is  telling  CIOs  to  forget  the 
multiple  systems  their  companies  use  today,  rip  them 
out,  and  replace  them  with  one  ERP  system— with  one 
data  store— that  serves  the  entire  company,  no  matter 
how  diversified  or  geographically  spread  out  it  is.  That, 
he  says,  is  how  to  get  the  most  bang  for  your  IT  buck. 


Reader  ROI 

►  Why  single-instance 
ERP  is  now  feasible 

►  What  business  drivers 
should  factor  into  your 
decision 


►  How  companies 
determining  thei 
gration  strategie 


Cover  Story  |  Integration 


Cover  Story  |  Integration 


“I  hear  it  all  the  time,”  says  Larry 
Shutzberg,  CIO  of  Rock-Tenn,  a  $1.4  bil¬ 
lion  packaging  manufacturer.  “The  vendors 
are  pounding  down  my  door.” 

By  now,  most  companies — especially 
those  in  the  $1  billion  to  $5  billion  range — 
have  heard  the  knocking.  And  so  far,  they 
seem  to  be  listening.  In  a  recent  study  on 
the  government’s  new  financial  reporting 
requirements,  AMR  Research  found  that 
65  percent  of  the  companies  it  interviewed 
were  considering  ERP  consolidation,  a  per¬ 
centage  that  analyst  Bill  Swanton  thinks  is 
representative  of  the  market  as  a  whole. 


“Only  a  small  percent  of  companies  did  sin¬ 
gle  instance  the  first  time  [they  implemented 
an  ERP  system],  maybe  10  percent,”  Swan- 
ton  says.  “Easily  50  percent  of  the  rest  are 
considering  it  over  the  next  two  years.” 

THE  SIREN  SONG  OF 
SINGLE  INSTANCE 

hat  deploying  a  single 
instance  boils  down  to  is 
getting  rid  of  your  exist¬ 
ing  ERP  and  other  best- 
of-breed  systems — such 
as  purchasing  and  CRM — and  replacing  them 


with  a  single  monolithic  system  from  a  single 
vendor.  Everything  your  company  needs — 
financials,  order  entry,  supply  chain,  CRM — 
would  come  from  SAP,  Oracle,  PeopleSoft, 
whomever.  There  would  be  one  giant  data¬ 
base,  one  application  that  does  everything. 

And  there  are  some  compelling  reasons  to 
undertake  such  a  project  now.  For  starters, 
the  Sarbanes-Oxley  Act,  the  government’s 
post-Enron  accounting  legislation,  requires 
that  financial  reports  have  a  verifiable  audit 
trail.  (For  more  on  Sarbanes-Oxley,  see  “Your 
Risks  and  Responsibilities”  at  wunv.cio.com/ 
printlinks.)  With  a  single  instance,  all  of  a 


By  moving  to  a  single  instance,  ViewSonic  VP  for  IS  Robert 
Moon  says  he  has  decommissioned  a  million  dollars’  worth  of 
hardware  and  cut  his  annual  maintenance  fees  by  $150,000. 
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Technology  Risk 


Wireless  networks  offer  businesses  several  advantages.  Increased 
mobility,  design  flexibility,  lower  costs.  But  as  with  most  new 
technologies,  design  focuses  on  functionality  -  not  risk. 
Wireless  technologies  do  not  have  the  physical  access 
restrictions  used  in  traditional  wired  environments.  They  make 
it  possible  for  someone  in  the  lobby  or  across  the  street  to  have 
access  to  a  network  carrying  patient  or  employee  information, 
sensitive  corporate  data,  or  trade  secrets. 

Are  your  wireless  access  points  configured  with  adequate 
security?  Has  your  business  taken  steps  to  prevent  hackers 
from  exploiting  your  information?  Do  you  know  your 
vulnerabilities?  “War  driving.”  “Net  stumbling.”  “War  chalking.” 
“LAN  jacking.”  From  wireless  to  business  continuity, 
infrastructure  management  to  security  and  privacy,  Protiviti 
helps  you  identify,  measure  and  manage  the  technology  risks 
that  threaten  your  business  objectives.  That  way,  you  can 
manage  your  risks,  not  just  react  to  them. 


Protiviti  is  the  leader  in  independent  risk  consulting  and 
internal  audit  services.  We  provide  international  services  for 
established  and  emerging  companies  to  help  them  inde¬ 
pendently  identify,  measure  and  better  manage  risk.  Our  Big 
Four  experience  ensures  years  of  expertise  in  a  wide  range  of 
industries.  So  whether  your  challenge  is  reporting  accurate 
results,  maximizing  the  value  of  technology  or  adopting 
business  controls  you  can  trust,  Protiviti  delivers  quantifiable 
solutions  that  make  a  difference...  Are  you  ready  to  Say  i? 

For  more  information  visit  protiviti.com  or  call 
1.888.556.7420. 
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company’s  financial  data  will  live  in  one  appli¬ 
cation  and  will  originate  from  one  source, 
eliminating  consolidation  errors  and  greatly 
reducing  the  time  it  takes  to  close  the  books. 

Having  a  single  data  source  could  also  cre¬ 
ate  new  revenue  opportunities  and  cut  costs. 
Companies  would  be  able  to  run  repoits  that 
show  cross-promotion  opportunities,  places 
where  they  could  reuse  equipment  or  leverage 
purchasing  power.  Also,  AMR  estimates  that 
companies  budget  $4.3  million  for  a  single¬ 
instance  order  management  module  versus 
$7. 1  million  for  multiple  instances. 

But  despite  these  benefits,  rip-and-replace 
is  a  difficult  pill  for  CIOs  to  swallow,  many 
of  whom  are  just  shaking  off  the  multiyear, 
multimillion-dollar  hangover  of  their  first  ERP 
project.  And  they’re  wondering  if  there  isn’t 
another  cure  for  their  integration  headaches: 
Web  services,  those  plucky  little  XML-based 
applications  that  are  currently  being  held  up  by 
multiple  standards  organizations  often  work¬ 
ing  at  cross-purposes  (see  “The  Battle  for  Web 
Services,”  uninv.cio.com/printlmks).  Web  serv¬ 
ices  could  allow  CIOs  who  have  invested  in 
best-of-breed  solutions  to  integrate  their 
standalone  systems  without  either  shelling 
out  millions  for  single  instance  or  tying  their 
company’s  future  to  a  single  vendor. 

Essentially,  single  instance  and  Web  serv¬ 
ices  are  two  ways  to  get  to  the  same  place, 
and  CIOs  will  need  to  choose  which  path 
to  lead  their  company  down. 


“There’s  no  right  answer,”  says  Shutzberg. 
“Every  situation  is  different.  You  have  to  fol¬ 
low  your  specific  business  drivers  until  you 
find  a  compelling  reason  to  do  it  one  way  or 
the  other.” 


HAVEN’T  WE  HEARD  ALL 
THIS  BEFORE? 


Does  McDermott’s  pitch  sound 
familiar?  It  should.  After  all, 
ERP  vendors  today  are  singing 
the  same  song  that  got  them 
through  the  corporate  door  in 
the  first  place:  one  system  for  everything  (see 
“Sometimes  a  Great  Notion,”  below).  But 
as  almost  everyone  who  tried  to  do  an  ERP 
project  in  the  mid-  and  late  ’90s  learned 
firsthand,  the  melody  was  off-key. 

There  are  a  couple  of  reasons  single 
instance  was  almost  impossible  to  achieve. 
For  starters,  databases  large  enough  to  serve 
entire  enterprises  just  didn’t  exist — at  least 
not  at  prices  most  could  afford.  On  top  of 
that,  connecting  to  that  single  database  from 
faraway  locations  was  almost  impossible.  It 
was  a  simple  matter  of  physics,  says  Cap 
Gemini  Ernst  &  Young  Chief  Technologist 
for  the  Americas  John  Parkinson.  There 
wasn’t  enough  bandwidth  to  get  to  the  data. 
“The  result  was  a  bottleneck,”  he  says, 
which  forced  geographically  dispersed  com¬ 
panies  to  install  regional  ERP  systems. 


Holly  CIO  Tommy  Guercio  is  resisting 
single  instance  because  “if  we  wanted 
the  full  benefit,  we  would  have  had  to  buy 
their  financials,  purchasing  and  billing 
as  well.  We  couldn’t  have  gone  in  and  just 
done  the  areas  that  we  needed.” 


Sometimes  a  Great  Notion 


Wherein  we  track  the  rise  and  fall 
and  rise  of  ERP 


Material  require¬ 
ments  planningheips 

manufacturing  companies 
plan  and  schedule.  MRP 
systems  run  on  big  and 

clunky  mainframes 

- o - 


Lawson  Software, 
J.D.  Edwards,  Oracle 
and  Baan  founded. 


SAP  formed 
in  Mannheim, 
Germany,  by 
five  former 
IBM  software 
engineers. 
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MRP  evolves  into 
manufacturing 
resource  planning, 
or  MRP  II.  MRP  II 
includes  finances 
and  other 
functions. 
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Those  ur-ERP  projects  weren’t  just  vic¬ 
tims  of  immature  or  inadequate  technology; 
they  were  also  sabotaged  by  bad  timing.  The 
primary  driver  for  the  ERP  projects  of  the 
’90s  was  Y2K.  Companies  rushed  into  the 
projects  so  that  they  could  remediate  old  sys¬ 
tems  before  the  date  change  reduced  them  to 
rubble.  But  as  the  millennial  deadline 
approached,  CIOs  had  to  reduce  the  scope 
of  their  projects  to  get  them  done  on  time. 
What  suffered  was  process  change — getting 
everyone  to  work  the  same  way. 

“Rather  than  resolve  the  ways  different 
operating  units  worked,  they  threw  in  a  sys¬ 
tem  in  France,  one  in  the  U.K.,  and  one  in 
North  America,”  says  AMR’s  Swanton. 
Each  of  those  systems  wound  up  cus¬ 
tomized,  which  meant  that  they  couldn’t 
interact  without  an  integration  layer,  which 
most  people  didn’t  bother  with.  Conse¬ 
quently,  each  system  ended  up  a  separate 
instance.  The  result,  according  to  a  2003 
Hackett  Group  survey,  is  that  the  average 
company  now  has  2.7  ERP  systems.  Some 
have  more,  such  as  $1.1  billion  Esselte,  an 
office-supply  company,  which  has  22. 
(Esselte  is  currently  trying  to  move  to  a  sin¬ 
gle  instance.) 

But  a  single  instance  is  now  more  realistic 
than  it  was  in  the  past.  Storage  is  much 
cheaper  than  it  was  five  years  ago  and, 
thanks  to  the  evolution  of  the  Internet,  con¬ 
necting,  even  across  oceans,  is  no  longer  a 


significant  problem.  Furthermore,  there’s  no 
longer  a  Y2K  hovering  overhead  like  a 
sword  of  Damocles.  There  have  been  other 
advances  too.  For  example,  ERP  vendors 
offer  modules,  such  as  supply  chain  or  prod¬ 
uct  lifecycle  management,  that  they  didn’t 
for  most  of  the  ’90s,  and  other  modules 
have  been  improved. 

Of  course,  it  all  takes  time  and  money. 
AMR  predicts  that  moving  to  a  single  instance 
will  cost  companies  $7  million  to  $12  million 
for  every  billion  of  revenue,  and  that  projects 
will  still  take  from  one  to  three  years.  But 
experts,  analysts,  consultants  and  CIOs  all 
agree:  Single  instance  is  finally  doable. 


WHO’S  DOING  WHAT 
AND  WHY 


No  one  does  an  IT  project  just 
for  the  sake  of  doing  it,  espe¬ 
cially  not  in  this  economy.  For 
a  company  to  undertake  a 
single-instance  project,  there 
has  to  be  a  compelling  reason.  The  CIOs 
interviewed  for  this  story  named  three: 
financial  reporting,  cost  control  and  com¬ 
petitive  advantage. 

Financial  reporting.  Esselte  has  three  divi¬ 
sions  and  operations  in  120  countries.  It  has 
22  ERP  systems.  Until  now,  the  business 
units  were  encouraged  to  be  independent 
even  though  they  sell  the  same  products 


PeopleSoft 

founded. 


ERP  becomes  ubiquitous  as 
companies  rush  to  meet 

Y2K  deadline  erp  otter 


ings  add  more  functionality. 

SAP  implemented  by  more  than 
half  of  the  Fortune  500. 


Internet  bubble  bursts  cfos 

discover  maintaining  ERP  is  almost 
as  expensive  as  installing  it. 

Studies  show  ERP  not  delivering  ROI. 

Stories  circulate  of  endless, 
expensive  implementations 


SAP  announces 
new  push  for  single 
instance. 


ERP  is  back! 
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MRP  II  evolves  into 

enterprise  resource 
planning.  In  addition  to  an 
increase  in  functions,  ERP 
systems  have  a  graphical 
interface  and  client/server 
architecture 


CIOs  scramble 
to  satisfy  demand  for 

bells  and  whistles 


ERP  blamed 

for  falling  profits, 
poor  stock 
performance  and 
bad  weather. 
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Cover  Story  Integration 


A  Cautionary  Note  on  Web  Services 

Whether  you  take  the  plunge  or  wait  for  standards  to 
emerge,  the  costs  and  risks  will  be  the  same 


Most  integration  efforts  today  don’t  employ  Web  services.  Rather,  they  work 
with  more  established  XML-based  messaging  middleware,  such  as 
MQSeries  and  ActiveWorks.  But  there  is  general  agreement  among  experts 
that  Web  services  is  a  viable  long-term  integration  answer.  In  fact,  Web  services  is 
already  popping  up  in  some  companies,  inside  the  corporate  firewall.  But  Cap  Gem¬ 
ini  Ernst  &  Young  Chief  Technologist  for  the  Americas  John  Parkinson  says  that 
these  projects  to  date  have  mainly  been  small  pilot-type  projects,  and  that  while  they 
were  challenging,  they  were  nowhere  near  as  challenging  as  integrating  core  appli¬ 
cations  is  going  to  be.  “People  have  an  overly  optimistic  view  of  Web  services,”  he 
says.  “Companies  are  underestimating  how  complicated  it’s  going  to  be.” 

Companies  that  start  a  Web  services-based  integration  effort  today  are  assuming 
more  risks  (see  "Calculated  Risks,”  www.cio.com/printlinks).  They’re  basically  com¬ 
ing  up  with  an  idea  of  what  they  think  a  Web  services  architecture  will  look  like  in  two 
to  three  years  and  aiming  for  it,  says  Parkinson.  If  they  miss  their  guess,  they  may 
have  to  do  it  all  over  again  if  they  can’t  make  changes  to  what  they’ve  developed. 

The  alternative  is  to  wait  for  standards  and  best  practices  to  emerge.  By  waiting, 
the  project  will  be  cheaper  and  follow  a  more  prescribed  path.  But  you  may  miss  out 
on  a  couple  years  of  benefits. 

Parkinson  expects  that  the  ROI  on  both  approaches  will  ultimately  be  the  same, 
with  the  quicker  return  of  the  latter  (waiting)  making  up  for  the  increased  cost  of  the 
former  (takingthe  plunge).  The  bill  for  both,  he  believes,  could  be  similarto  a  single¬ 
instance  ERP  project. 

-B.W. 


that,  for  the  most  part,  come  from  the  same 
factories.  Consequently,  it  has  been  impos¬ 
sible  to  make  sense  of  the  information  com¬ 
ing  from  the  various  systems,  says  CIO  Lani 
Spund,  because  they  use  different  terminol¬ 
ogy  for  the  same  things.  “We  couldn’t  get 
consistent  information,”  he  says.  “It’s  not 
that  the  information  wasn’t  good;  it  was 
that  we  didn’t  know  if  it  was  good  or  not. 
We  couldn’t  trust  it.” 

Currently,  it  takes  weeks  for  Esselte  to 
close  its  books.  It  also  takes  an  army  of 
expensive  accountants,  climbing  mountains 
of  spreadsheets,  to  reconcile  all  the  different 
terms.  In  order  to  get  things  under  control, 
Spund  is  in  the  process  of  replacing  18  of 
the  22  systems  with  a  single  instance, 
Microsoft’s  Axapta  (the  remaining  four  have 
been  consolidated  into  a  single  SAP  system, 
which  Esselte  will  retain  for  the  foreseeable 
future).  In  four  years,  when  all  the  old  sys¬ 
tems  have  been  replaced,  says  Spund,  Esselte 
will  be  able  to  record  transactions  in  the 
general  ledger  as  they  happen.  It  will,  he 
predicts,  let  them  close  their  books  within 
days  at  the  end  of  a  quarter. 

Total  cost  of  ownership.  Multiple  ERP 
instances  and  multiple  data  stores  require 
multiple  support  teams.  Each  best-of-breed 
point  application  also  has  to  have  its  own 
support  group,  user  training  and,  in  most 
cases,  hardware.  Getting  rid  of  those  costs 
was  the  primary  reason  that  ViewSonic,  a 
$  1  billion  manufacturer  of  plasma  TVs  and 
LCD  computer  monitors,  replaced  its  three 
ERP  instances  with  one. 

In  1997,  ViewSonic  deployed  Oracle  ERP 
systems  in  the  Asia-Pacific  region;  Europe, 
the  Middle  East  and  Africa;  and  the  Amer¬ 
icas.  Each  had  its  own  data  store  and  used 
different  operating  systems,  says  Vice  Presi- 


Share  Your  Opinion 


Is  an  iiber-ERP  system  the  way  to  go? 

Single-instance  ERP  may  mean  savings  and 
efficiency,  but  the  rip-and-replace  it  entails 
means  heartache  and  anxiety.  Could  you  get 
better  results  with  Web  services?  Tell  us  what 
you  think  in  the  ADD  A  COMMENT  box  at  the 
end  of  the  online  version  of  this  story. 
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dent  for  Information  Services  Robert  Moon. 
There  were  more  than  500  customizations 
among  them.  In  other  words,  while  they 
were  all  Oracle,  they  functioned  as  three 
entirely  independent  systems. 

“It  was  causing  huge  problems,”  says 
Moon,  not  the  least  of  which  was  that  View¬ 
Sonic  was  writing  three  separate  and  large 
support  checks.  In  May  2001,  the  company 
began  replacing  the  old  systems  with  a  new 
single  instance  of  Oracle  (it  was  cheaper  to 
stay  with  Oracle  since  Moon  was  already 
paying  for  the  licenses,  which  never  expire). 

To  date,  Moon  reports  that  he  has 
decommissioned  a  million  dollars’  worth  of 
hardware  and  cut  his  annual  maintenance 
fees  by  $150,000.  He’s  also  reduced  his 


Oracle  support  staff  from  26  full-time 
employees  to  nine.  None  of  these  savings, 
he  says,  would  have  been  possible  without 
consolidating  on  one  system,  and  ViewSonic 
has  become  an  Oracle  reference  customer. 

Competitive  advantage.  Up  until  last  year, 
Ensco  International,  a  $700  million  offshore 
oil  drilling  company  with  56  rigs  and  offices 
around  the  globe,  had  separate  best-of-breed 
applications  for  each  functional  area,  like 
finance  and  purchasing.  And  each  rig  had 
its  own  customized  parts  and  maintenance 
databases. 

“If  we  were  notified  by  a  vendor  that  there 
was  a  problem  with  a  particular  type  of 
valve,”  says  Tom  Chapman,  Ensco’s  director 
of  IT,  “we  would  have  to  e-mail  each  rig  and 


70  CIO  NOVEMBER  15,  2003  •  www.cio.com 


Why  Pam 
"black  and  white 
are  colors  too" 
Cali  loves  her 
Savin  C3210: 


“I  was  never  against  the  idea  of  color  printers.  Color  is  a  beautiful  thing.  I  just  had  a 
problem  with  the  price  tag.  But  Savin  showed  us  how  we  could  afford  color.  Good  color.  Business 
color.  This  system  does  it  all  —  copies,  prints,  scans  to  file,  scans  to  e-mail.  All  in  color.  All  without 
messing  up  the  network.  It’s  almost  as  if  the  Savin  C3210  was  custom-made  just  for  us.” 

See  what  Savin  can  do  for  you  at  www.savin.com. 

5aiflnworks  here. 
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You  should  consider 
single  instance  if  you... 

Have  fairly  commonplace  business 
processes  that  extend  across  all  divisions 

Have  older  systems  that  need  to 
be  replaced 

Have  multiple  ERP  instances  from  a 
single  vendor 


You  should  consider 
Web  services  if  you... 


Have  divisions  with  unique  business 
processes  that  can't  be  changed 

Consider  an  existing  investment  in  best- 
of-breed  solutions  a  competitive  advantage 

Want  an  environment  in  which  it  is  easy 
to  integrate  new  applications 


ask,  ‘Do  you  have  this  valve?  And,  oh,  by 
die  way,  have  you  had  a  problem  with  it?’” 
The  information  was  out  there,  but  it  was 
trapped  in  each  rig’s  system,  and  in  each  rig’s 
proprietary  data  format. 

Ensco’s  single  instance  of  PeopleSoft  went 
live  in  the  first  quarter  of  2003  for  all  its 
offices  and  rigs,  and  now  all  its  inventory 
information  is  in  one  place.  If  a  rig  off  of 
Venezuela  needs  a  particular  piece  of  equip¬ 
ment,  instead  of  buying  it  from  a  supplier, 
Ensco  can  check  to  see  if  another  rig  has  it 
sitting  in  inventory.  The  single  instance 
allows  Ensco  to  visualize  its  purchasing 
habits  and  hence  maximize  its  purchasing 
power.  In  fact,  the  company  can  now  run 
reports  on  anything  it  likes. 

One  area  that  is  particularly  useful,  says 
Chapman,  is  analyzing  maintenance  trends. 
Each  rig  is  essentially  just  millions  of  pieces 
of  equipment  thrown  together.  “The 
amount  our  customers  pay  us  on  a  daily 
basis  doesn’t  allow  for  too  many  failures,” 
says  Chapman.  By  doing  a  detailed  analysis 
of  all  of  its  equipment,  Ensco  can  figure  out 
the  optimal  time  for  preventative  mainte¬ 


nance,  reducing  both  downtime  and  equip¬ 
ment  failures.  Chapman  believes  that  this 
translates  into  a  competitive  advantage. 

WHY  THEY’RE  WAITING 
FOR  WEB  SERVICES 

roponents  of  the  single-instance 
approach,  everyone  from  CIOs 
to  vendors,  recognize  that  what 
they’re  gaining  in  integration 
they  are  sacrificing  in  function¬ 
ality.  An  inventory  module  from  an  ERP 
vendor  simply  won’t  have  all  the  features 


that  one  from  a  vendor  of  inventory  soft¬ 
ware  will.  For  Chapman,  it  was  an  easy  sac¬ 
rifice  to  make;  he  says  that  Ensco’s  point 
applications  weren’t  that  good  to  begin  with. 
But  for  other  CIOs,  that  may  not  be  the  case. 
For  them,  cost,  functionality  and  the  ability 
to  collaborate  with  partners  dictate  that 
either  they  integrate  their  existing  systems 
using  today’s  XML-based  integration  tools 
or  they  wait  until  Web  services  matures. 

Costs.  Many  companies  have  made  sub¬ 
stantial  investments  in  best-of-breed  soft¬ 
ware  that  they  don’t  want  to  write  off. 
When,  for  example,  big  oil  companies  were 
first  moving  to  ERP  packages  in  the  late 
’80s,  Holly,  a  $1  billion  oil  refiner,  looked  at 
the  big  vendors  before  deciding  to  build  its 
own  ERP-like  system  for  financials,  called 
Trafx.  Over  the  years,  Trafx  grew  to  include 
crude-oil  purchasing,  joint-interest  and  prod¬ 
uct  billing,  and  project  accounting,  evolving 
to  the  point  where  it  had  one  data  store.  But 
Trafx  doesn’t  do  everything  the  company 
needs — for  example,  asset  management  and 
enterprise  reporting.  “We  looked  at  several 
ERP  solutions,  and  they  could  perform  all  of 
the  new  functions  we  needed,”  says  Holly 
CIO  and  Vice  President  of  IT  Tommy  Guer- 
cio.  “But  the  problem  was  that  if  we  wanted 
the  full  benefit,  we  would  have  had  to  buy 
their  financials,  purchasing  and  billing  as 
well.  We  couldn’t  have  gone  in  and  just  done 
the  areas  that  we  needed.” 

To  Guercio,  replacing  Trafx  didn’t  make 
sense.  It  would  have  cost  a  bundle,  and  it 
would  have  been  a  tough  sell  internally — 
people  don’t  want  to  go  through  the  trauma 
of  change  when  the  current  system  is  work- 


Esselte  CIO  Lani  Spund  is  in  the  process  of  replacing  18  of  his  company's  22  ERP  systems 

■ 

with  a  single  instance.  Spund  expects  that  system  to  allow  Esselte  to  close  its  books  in 
days  rather  than  weeks. 


i 
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Enterprise  Transaction  Systems 


Content  Management  Mobile  Computing  Web  Services 


Guido  Sacchi ,  CIO 
CompuCredit 


If  I  deliver  a  1%  incr 
in  collections  I  add 
$1  million  to  my  co 
bottom  line. 


m  the  XML 


\ 

\ 


feet 


CompuCredit's  robust  growth  strategy  requires  on-demand  delivery  of  quality 
information  to  more  efficiently  acquire  and  manage  credit  card  portfolios. 

That's  why  CIO  Guido  Sacchi  took  on  the  challenge  to  reduce  the  time  to 
service  new  portfolios  from  months  to  weeks  with  the  XML  Business  Gateway. 

Imagine  delivering  to  the  business  user's  desktop  a  single  view  of  information 
from  disparate  data  sources,  risk  models  and  collections  applications - 
right  when  they  need  it. 


Discover  the  XML  Effect. 

Download  a  free  whitepaper: 

"Delivering  Business  Value  through  a 
Service-Oriented  Architecture"  at 
www.softwareagusa.com/aa/whitepaper 


Imagine  transforming  data  locked  into  complex  systems  into  real  intelligence 
that  propels  the  business  forward. 


Imagine  working  with  a  partner  who  has  over  30  years  experience  in  data 
management  including  the  early  shaping  and  development  of  XML. 

Guido  did.  And  now  both  he  and  CompuCredit  are  seeing  imagination  turn 
to  reality. 
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ing,  he  says.  Instead,  he  decided  to  augment 
his  existing  system  with  best-of-breed  solu¬ 
tions,  which,  he  asserts,  have  more  func¬ 
tionality  than  systems  from  ERP  vendors. 
Guercio  integrated  the  solutions  using  a  vari¬ 
ety  of  methods  ranging  from  point-to-point 
to  XML.  This  strategy  has  allowed  him  to 
preserve  his  company’s  core  investment  in 
its  homegrown  system. 

Guercio  says  that  Holly  has  had  more 
success  with  the  point  integration  than  the 
XML,  both  because  the  company  lacks 
familiarity  with  the  newer  technology  and 
because  XML  tags  generate  a  tremendous 
amount  of  data,  which  slows  down  overall 
performance. 

Eventually,  he  believes,  Web  services 
could  solve  that  problem. 

Functionality.  Lor  some  companies,  a  sin¬ 
gle  ERP  system  is  simply  too  generic  to  fit 
diverse  or  highly  specialized  business  needs. 
Lor  example,  one  Rock-Tenn  division  makes 
cardboard  supermarket  display  boxes  for 
products  such  as  batteries  and  toothpaste. 
This  unit  needs  to  track  the  location,  inven¬ 
tory  level,  lot  number  and  expiration  date 
of  the  products  that  will  ultimately  fill  the 
displays,  as  well  as  the  customer  location 
and  shipping  date  of  finished  displays — all  in 
case  of  a  product  recall.  Another  division 
makes  2-ton  cardboard  rolls.  Rock-Tenn 
needs  to  track  each  roll’s  weight,  width  and 
dimensions  in  linear  feet  and  square  feet. 
“There  is  no  ERP  system  that  does  that,” 
says  CIO  Shutzberg. 

Lor  Rock-Tenn,  “trying  to  adapt  an  ERP 
system  to  fit  our  business  process  is  stupid,” 
he  says.  “And  customizing  ERP  is  even  more 
stupid.”  Instead,  the  company  has  had  to 
find  the  best  ERP-type  solution  for  each  of 
its  six  business  units.  Shutzberg  is  in  the 
middle  of  a  two-to-three-year  project  to  inte¬ 
grate  each  unit’s  system. 

“It’s  no  panacea,”  he  admits,  but  it’s  the 
best  solution  available  to  him.  Besides,  the 
systems  that  each  business  unit  now  has 
work,  and,  he  says,  “the  worst  thing  to  do  is 
throw  away  what’s  working  in  order  to  get 
to  the  end-of-the-rainbow  utopia.” 


Today,  Rock-Tenn’s  integration  is  largely 
application  to  application,  although  there  are 
some  Web  services  at  the  middleware  level. 
That’s  the  plan  for  the  short-term  future  as 
well;  Shutzberg  says  that  there  hasn’t  been 
enough  development  within  the  Web  serv¬ 
ices  community  to  convince  him  that  Web 
services  integration  will  be  practical  in  the 
next  year  or  two.  “I  like  the  concept,”  he 
says,  “but  I  have  to  wait  and  see  it  mature.” 

Collaboration.  A  third  reason  that  com¬ 
panies  are  banking  on  Web  services  rather 
than  choosing  a  single-instance  option  is  that 
Web  services  would  allow  them  to  connect 
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with  business  partners  regardless  of  the 
partners’  ERP  system.  That’s  the  case  for 
$37  billion  British  American  Tobacco.  “The 
same  rules  apply  to  [your  partner’s  apps]  as 
they  do  to  your  own,”  says  Gabor  Makkos, 
CIO  of  the  company’s  Mexican  division.  “I 
don’t  have  to  ask  my  provider  to  change 
their  app  architecture,  and  I  don’t  have  to 
change  mine  to  collaborate.” 

British  American  Tobacco’s  ERP  is  SAP  R3, 
with  best-of-breed  applications  for  specific 
processes;  integrating  with  it  used  to  require 
point-to-point  connections.  That  means  that 
when  something  changed — a  supplier’s  appli¬ 
cation  or  its  CRM  system — the  whole  inte¬ 
gration  had  to  be  redone,  says  Makkos.  An 


integration  layer  built  with  XML-based  mes¬ 
saging  queries  is  immune  to  that  problem. 

WHAT’S  BEST  FOR  YOU 

There  are  no  rules  for  which 
approach  to  integration  com¬ 
panies  should  take.  There  are, 
however,  some  trends. 

Companies  with  fairly 
straightforward  business  processes  without 
a  lot  of  specialization  are  good  candidates 
for  a  single-instance  project.  So  are  compa¬ 
nies  that  don’t  consider  themselves  IT 
leaders — maintaining  best-of-breed  solu¬ 
tions  takes  more  programming  skills  than 
doing  a  single-instance  project. 

On  the  flip  side,  companies  that  feel  as 
though  either  best-of-breed  applications  or 
their  programming  skills  give  them  a  compet¬ 
itive  advantage  should  consider  going  with  (or 
waiting  for)  Web  services.  They  should  also 
consider  going  with  Web  services  if  they  have 
business  units  whose  processes  would  be  diffi¬ 
cult  to  conform  to  a  traditional  ERP  system. 

It’s  worth  noting,  however,  that  no  matter 
what  path  a  company  takes,  its  CIO  will  most 
likely  have  to  do  a  little  of  both.  Andrew 
Macey,  a  vice  president  with  IT  services  com¬ 
pany  Sapient,  compares  integrating  best-of- 
breed  applications  to  cleaning  out  a  closet;  it’s 
an  opportunity  to  decide  which  applications 
to  keep  and  which  to  get  rid  of.  Similarly,  it’s 
unrealistic  to  imagine  that  you  will  be  able  to 
rely  on  a  single  ERP  instance  for  every  busi¬ 
ness  need.  In  fact,  most  ERP  vendors  partner 
with  smaller  specialty  vendors  for  such  tasks 
as  tax  calculation.  “You  are  going  to  wind  up 
with  some  integration  chores  no  matter  which 
path  you  go  down,”  says  Macey. 

Web  services-based  integration  and  single 
instance  are  comparably  sized  projects.  Each 
will  cost  millions  of  dollars  and  take  at  least 
a  year.  The  nature  of  your  business  will 
determine  which  one  you  choose.  “There  are 
pros  and  cons  to  both  paths,”  says  Macey. 
“There’s  no  easy  answer.”  ram 


You  can  reach  Staff  Writer  Ben  Worthen  via  e-mail  at 
bworthen@cio.com. 
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YOU’D  JUMP  AT  THE  CHANCE 
TO  MANAGE  ALL  REPORTING 
WITH  A  SINGLE  PRODUCT. 

SO  WHY  ARE  YOU 
STILL  SITTING  THERE? 


COGNOS  REPORTNET. 
THE  NEW  STANDARD. 


See  enterprise  reporting  for  what  it  really  is. 

A  strategic  advantage. 

Introducing  Cognos  ReportNet .™ 

The  only  solution  comprehensive  enough 
to  standardize  all  your  enterprise  reporting. 

From  customized  queries  to  production.  On  a  single  product. 

Built  on  a  zero-footprint,  open  architecture  created  specifically  for  the  Web. 
Designed  to  meet  the  needs  of  a  global  enterprise. 

It’s  a  key  part  of  a  comprehensive  Business  Intelligence  solution. 


Copyright  ©  2003  Cognos  Incorporated.  All  rights  reserved. 


For  10  years  we’ve 
raised  the  bar  on  CRM. 

Now,  we’re  lowering 
the  hurdles. 


Easy  to  use 

Fast  results 

No  upfront  costs 

Built-in  analytics 

$70  per  person  per  month 


CRM  OnDemand 


Siebel  CRM  OnDemand.  CRM  that’s  fast. 
Easy.  Affordable.  This  is  complete  customer 
relationship  management.  This  is  CRM  that 
eliminates  all  of  the  barriers,  all  of  the  “uh  oh, 
this  is  only  for  the  big  guys.”  CRM  designed 
for  any  sized  business.  CRM  that’s  focused 
on  results.  CRM  that  lets  you  give  all  your 
sales  teams  the  tools  they  need-like  built-in 
analytics-to  make  smarter  decisions  faster 
and  close  more  deals  more  often.  This  is 
CRM  built  from  the  ground  up  by  industry 
leader  Siebel  to  be  delivered  on  demand 
over  the  Web  by  IBM.  The  hurdles  are  being 
lowered.  The  standard,  raised. 

View  our  CRM  demo. 

Visit  crmondemand.com  or  call  1-866-906-7878. 


Siebel,  Siebel  CRM  OnDemand  and  the  Siebel  logo  are  trademarks  of  Siebel  Systems,  Inc.  IBM  is  a  trademark  of  International  Business  Machines 
Corporation  in  the  U.S.  and  other  countries.  ©  2003  IBM  Corp.  All  rights  reserved. 


Intellectual  Property  Protection 


The  Sting 


ON  A  TYPICALLY  STEAMY  NEW  DELHI  DAY  IN  LATE  AUGUST  2002,  NENETTE  DAY  WALKED  INTO  THE  ASHOKA, 


Reader  ROI 

►  Why  nondisclosure  laws 
won’t  protect  your  code 
overseas 

►  The  evolving  state  of 
intellectual  property 
case  law  in  India 


one  of  the  city’s  best  hotels,  for  a  meeting  with  Shekhar  Verma. 
Verma  had  been  fired  from  his  job  at  Geometric  Software 
Solutions  Ltd.  (GSSL),  an  outsourcer  based  in  Bombay.  He 
claimed  to  have  the  source  code  for  SolidWorks  Plus’s  3-D 
computer-aided  design  package,  which  GSSL  was  debugging. 
Verma  had  contacted  a  number  of  SolidWorks’  competitors 
and  offered  to  sell  them  the  source  code. 

Day,  an  American,  had  taken  the  bait  and 
flown  to  New  Delhi.  After  confirming  that 
what  Verma  possessed  was  indeed  Solid- 
Works’  source  code,  Day  began  negotiating 
on  price,  eventually  bargaining  him  down 
to  $200,000  for  the  code.  The  deal  struck, 

Day  got  up  and  left  the  room.  Then  agents 
from  India’s  Central  Bureau  of  Intelligence 
(CBI)  swept  in  and  arrested  Verma.  Day  was 
not  arrested — she  is  actually  a  special  agent 
from  the  FBI’s  Boston  Cybercrime  Unit  and 
had  gone  undercover  to  work  with  the  CBI 
on  this  case,  the  first  undercover  operation  for  the  FBI  in  India. 

The  arrest  led  to  the  first  prosecutorial  filing  for  outsourcing- 
related  intellectual  property  (IP)  theft  in  India,  in  a  case  that 
may  come  to  trial  before  year’s  end.  Given  the 
ware  outsourcing  was  a  multibillion-dollar  busi 
ness  in  India  last  year,  the  trial  will  draw 
close  scrutiny  from  both  sides  of  the 
world.  Sound  like  an  open- 
and-shut  case?  Day  her¬ 
self  is  not  nearly  so 


confident.  “With  no  case  precedents,  the  reality  is  we  have  no 
idea  how  this  plays  out  under  their  law,”  she  says.  Day  also  says 
that  Verma  made  two  small  mistakes  (she  declines  to  specify 
them)  without  which  he  could  have  already  gotten  off  scot- 
free,  and  that  after  a  full  week  in  India  working  with  the  pros¬ 
ecutors  this  fall,  Day  still  doesn’t  understand  the  applicability  of 
at  least  one  of  the  critical  charges. 

Intellectual  property,  if  stolen,  “is  a  genie  that 
can’t  be  put  back  in  the  bottle,”  says  Day.  Cur¬ 
rently,  she  says,  “there  is  really  no  law  to  protect 
American  companies’  intellectual  property.” 

U.S.  companies  need  to  think  seriously 
about  what  that  means.  Consulting  company 
McKinsey  estimates  that  by  2010,  the  U.S.  IT 
industry  will  save  $390  billion  through  off- 


How  to  write  a  safer 
offshore  outsourcing 
contract 


U.S.  companies 
outsourcingtheir 
software  development 
offshore  can  get  stung 
by  industrial  espionage 
and  poor  intellectual 
property  safeguards 

BY  MICHAEL  FITZGERALD 
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Intellectual  Property  Protection 


Nine  Tips  for  Protecting 
IP  Offshore 


1SEND  PEOPLE  TO  INSPECT  the  physical  premises  where  the  software  will  be 
written.  Note  whether  buildings  have  basic  security  check-in  procedures  and 
the  like.  Find  out  what  kind  of  access  people  have  to  key  systems. 

2  LOOK  CLOSELY  at  the  way  networks  function,  particularly  if  you  plan  to  use 
virtual  private  networks.  These  are  good  for  cross-facility  communications, 
but  make  it  easier  for  remote  employees  to  work  from  home  or  on  notebook 
computers,  which  can  increase  vulnerability. 

3  PROTECT  IMPORTANT  INFORMATION,  like  source  code,  with  passwords 
and  access  codes,  and  make  sure  that  those  are  not  widely  available,  either 
in  the  United  States  or  at  the  outsourcing  location. 

4  DEMAND  THAT  THE  OUTSOURCER  has  tight  human  resources  screening. 

Look  for  employee  retention  figures,  find  out  if  competitors  do  business  with 
the  same  outsourcer,  and  if  so,  ensure  that  there  is  no  contact  between  teams. 

5  KNOW  WHAT  RISKS  your  own  organization  can  take.  Regulated  industries 
such  as  health  care  and  financial  services  need  to  keep  closer  controls  over 
data  and  software  development  than,  say,  packaged  goods  companies. 

6  WORK  TO  UNDERSTAND  the  legal  system  and  culture  of  both  countries. 

Negotiate  contracts  that  make  the  offshore  company  responsible  for  the 
actions  of  its  employees. 

7  BUDGET  FOR  GREATLY  INCREASED  telecom  costs,  as  well  as  for  regular 
visits  to  the  outsourcer. 

8  MAKE  SURE  THAT  ANY  TEST  DATA  being  used  does  not  expose  real  infor¬ 
mation  traceable  to  real  customers. 

9  ALWAYS  MAINTAIN  AN  ORIGINAL  COPY  of  source  code.  This  step  seems 
obvious,  but  in  one  Y2K  outsourcing  case,  a  company  was  unable  to  prove 
that  a  bug  had  been  added  to  a  program  because  it  had  not  kept  its  source  code. 

-M.F. 


shore  outsourcing  of  software  development. 
But  it  also  opens  up  new  channels  of  indus¬ 
trial  espionage  in  bitterly  poor  nations  that 
often  don’t  have  laws  protecting  foreign 
companies  and  rarely  enforce  whatever  laws 
may  exist.  India,  obviously  eager  to  protect 
its  national  income  from  outsourcing,  is 
scrambling  to  demonstrate  that  it  takes  for¬ 
eign  intellectual  property  seriously.  Some 
observers  say  that  other  countries  vying  for 
outsourcing  dollars  are  even  worse  when  it 
comes  to  providing  legal  protection  for  intel¬ 
lectual  property.  Court  cases  are  still  rela¬ 
tively  hard  to  find,  but  that’s  about  to 
change.  Smart  companies  need  to  reexamine 
their  outsourcing  contracts  and  make  sure 
they  aren’t  at  risk  of  becoming  the  test  cases. 

In  the  Jungle 

IT  WOULD  BE  WILDLY  SPECULATIVE  TO 

suggest  that  the  SolidWorks  case  will  even 
slow  the  bullet  train  that  is  offshore  out¬ 
sourcing  of  software  development.  India’s 
National  Association  of  Software  &  Service 
Companies  (Nasscom)  alone  expects  its  out¬ 
sourcing  business  will  surge  more  than 
26  percent  to  28  percent  this  year  (38  per¬ 
cent  worldwide  for  higher-level  business 
process  outsourcing,  according  to  Gartner). 
India’s  IT  sector  exported  $10  billion  worth 
of  goods  and  services  last  year,  and  projects 
it  will  reach  $21  billion  to  $24  billion  in 
2008.  Meanwhile,  Forrester  Research  esti¬ 
mates  that  in  the  next  12  years,  3.3  million 
IT  jobs  will  leave  the  United  States  and  go 
overseas.  These  trends  won’t  reverse  over 
one  case  of  an  employee  gone  bad.  “This  is 
dealing  with  a  rogue  employee  who  left  and 
stole  information.  That  happens  every¬ 
where,”  says  William  B.  Bierce,  partner  in 
Bierce  &  Kenerson,  a  New  York  law  firm 
specializing  in  outsourcing  and  international 
business  law. 

The  key  question,  of  course,  is  the  real 
degree  of  risk  U.S.  companies  face.  If  over¬ 
seas  IP  theft  court  cases  are  hard  to  find, 
doesn’t  it  stand  to  reason  that  CIOs  and 
CSOs  are  doing  a  decent  job  of  protecting 
corporate  IP  assets?  Dean  Davison,  vice 


president  and  director  of  outsourcing  and 
service  provider  strategies  at  Meta  Group, 
emphasizes  that  he  almost  never  hears  com¬ 
plaints  about  IP  thefts,  and  in  general  doesn’t 
hear  horror  stories  about  overseas  out¬ 
sourcing.  On  the  other  hand,  Elliot  Turrini, 
an  attorney  with  McElroy,  Deutsch  &c 
Mulvaney,  sounds  much  more  dire.  “Intel¬ 
lectual  property  is  a  legal  fiction  we’ve 
created  to  ensure  a  return  on  investment  and 
promote  the  arts  and  sciences,”  he  says.  In 
countries  with  less  developed  laws,  Turrini 
says,  “Basically  you’re  wide  open.” 

Anecdotally,  there  are  additional  exam¬ 
ples  of  IP  spats  overseas.  Davison  does  say 
he’s  aware  of  one  case  where  a  U.S.  com¬ 


pany  outsourced  product  design  to  an 
Indian  firm,  which  successfully  completed 
the  project,  then  turned  around  and  used 
the  code  to  create  a  version  for  the  Indian 
market.  The  U.S.  company  didn’t  care 
because  it  had  no  interest  in  the  Indian  mar¬ 
ket.  A  third  case  is  currently  pending  in 
India.  Legato  Systems,  a  maker  of  storage 
software,  has  alleged  that  eight  of  its  former 
employees  in  India  took  some  of  its  intellec¬ 
tual  property  with  them  when  they  went  to 
a  competitor.  Legato  declined  to  comment 
on  the  action  publicly,  though  one  of  its  offi¬ 
cials,  speaking  as  an  individual,  told  an  Aus¬ 
tralian  publication  in  February  that  he 
would  recommend  against  future  offshoring 
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End-to-end  business  intelligence. 
One  BI  vendor.  IT  nirvana. 
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Business  Intelligence  from  Business  Objects 


There  are  basically  two  ways  for  IT  to  implement 
your  enterprise  business  intelligence  solution. 


You  could  try  to  cobble  together  pieces  from 


multiple  vendors.  Or  you  can  choose 
BusinessObjects"  Enterprise  6  from 
Business  Objects.  And  experience 
end-to-end  business  intelligence 
for  your  entire  enterprise. 

With  Enterprise  6,  you'll  be  able  to  provide  a 
complete  suite  of  integrated  business  intelligence 
software  that  meets  the  needs  of  all  your  users. 
It  includes  the  industry's  best  web  query, 
reporting,  and  analysis  capabilities.  The  most 
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advanced  and  complete  suite  of  analytic 
applications.  The  best  packaged  application 
connectivity.  And,  of  course,  end-to-end  product 
integration.  Today,  more  than  17,500 
companies  rely  on  award-winning 
Business  Objects  business  intelligence 
solutions  to  track,  understand,  and 
manage  enterprise  performance. 
Perhaps  you  should,  too.  To  get  started,  view  our 
BusinessObjects  Enterprise  6  interactive  product 
demonstration  or  download  our  free  technical 
white  paper  at  www.businessobjects.com/e2e. 
And  indulge  yourself  in  IT  nirvana. 


Intellectual  Property  Protection 


in  countries  without  better  legal  protections. 

The  irony:  While  these  IP  theft  cases  are 
from  India,  that  country  actually  has  a  much 
better  cultural  and  legal  climate  for  IP  pro¬ 
tection  than  many  other  nations  offering  off¬ 
shore  coding.  Observers  say  India  has  a 
culture  that  generally  seems  to  respect  intel¬ 
lectual  property,  as  compared  with  China  or 
Russia,  for  example — consider  those  nations’ 
records  regarding  piracy  of  shrink-wrapped 
software  and  of  copyrighted  materials  such 
as  movies  and  music. 

Indeed,  Indian  prosecutors  in  the  Solid- 
Works  case  appear  to  have  decided  to 
charge  Verma  in  part  to  establish  firmer  sup¬ 
port  for  IP  rights.  India  does  not  have  laws 
against  trade  theft,  so  prosecutors  filed 
charges  against  Verma  under  a  general  civil 
theft  law,  with  a  secondary  charge  of  crimi¬ 
nal  breach  of  trust  against  his  employer, 
GSSL.  Another  charge,  pertaining  to  copy¬ 
right  law  under  India’s  recently  enacted  IT 


India’s  reaction  is  already  reassuring  for  U.S. 
companies.  “Even  if  [the  prosecutor]  doesn’t 
win,  he’s  inspired  fear,”  Bierce  says.  He  also 
says  that  if  prosecutors  lose  the  case,  they’ll 
almost  certainly  complain  that  India’s  exist¬ 
ing  legal  structures  are  not  sufficient.  He 
predicts  that  “some  bright,  young  legislator 
will  propose  a  new,  more  specific  law.” 

The  Finer 
Points  of  Law 

PERHAPS.  THEN  AGAIN,  IT  MAY  BE  A 

long  wait.  Many  observers  still  say  too  few 
U.S.  companies  worry  about  intellectual 
property  theft  when  they  send  software 
development  overseas,  and  that  those  that 
do  fret  nevertheless  don’t  make  sufficient 
efforts  to  protect  themselves  contractually. 
Why  the  Alfred  E.  Neuman-like  serenity?  In 
the  case  of  India,  which  by  some  estimates 


culture  does  not  respect  property,  the  courts 
are  unlikely  to  enforce  laws.  Several  sources 
interviewed  for  this  article  agreed,  though 
not  for  attribution,  that  China  regards  intel¬ 
lectual  property — especially  that  of  foreign¬ 
ers — as  communal  property. 

Despite  its  near  miss  on  source  code, 
SolidWorks  has  no  plans  to  stop  outsourcing 
to  India.  It  won’t  even  change  business  part¬ 
ners.  It  has  worked  closely  with  GSSL  for 
more  than  six  years,  and  has  had  the  com¬ 
pany  do  its  debugging  for  the  past  five. 

“It’s  been  a  very  good  relationship  for 
us,”  says  Holly  Stratford,  vice  president  and 
general  counsel  for  SolidWorks.  “We  think 
it’s  very  cost  efficient,  and  it’s  a  talented 
group  of  people.  At  times  they’ve  been 
almost  a  virtual  office  of  ours.” 

Instead,  both  companies  underwent  inten¬ 
sive  internal  security  analyses,  Stratford  says. 
“We  obviously  reviewed  with  them  what 
their  procedures  were  that  made  this  possi- 


India  actually  has  a  much  better  cultural  and  legal  climate  for 
IP  protection  than  many  other  nations  offering  offshore  coding. 


Act,  was  added  later.  But  despite  being 
caught  red-handed,  Verma  might  well  win 
his  case.  Because  the  source  code  didn’t 
belong  to  GSSL,  technically,  Verma  didn’t 
steal  from  an  Indian  company.  Thus  India’s 
laws  don’t  necessarily  apply.  It’s  a  frustrating 
situation  for  U.S.  law  enforcement  officials. 
As  Day  says,  “How  can  he  steal  something 
from  GSSL  when  they  don’t  own  it?  And 
when  the  nondisclosure  breach  of  trust  was 
signed  between  him  and  SolidWorks?” 

Those  are  fine  questions,  and  U.S.  compa¬ 
nies  should  look  closely  at  the  way  the  Indian 
courts  and  government  respond  to  them. 

Nondisclosure  works  well  in  the  United 
States,  which  has  laws  like  the  Industrial 
Espionage  Act  of  1996,  which  makes  it  a 
criminal  offense  to  steal  trade  secrets.  But  the 
law  does  not  apply  to  non-U. S.  citizens  act¬ 
ing  outside  U.S.  borders.  Bierce,  though,  says 


has  about  90  percent  of  the  market  for  off¬ 
shore  software  outsourcing,  it’s  largely 
because  the  country  is  a  member  of  the 
World  Trade  Organization  and  adheres  to 
its  intellectual  property  add-on,  Trips  (Trade- 
Related  Aspects  of  Intellectual  Property 
Rights).  In  addition,  several  of  the  largest 
Indian  outsourcing  companies  are  incorpo¬ 
rated  in  the  United  States  and  can  be  sued 
here.  But  Trips  protections  still  must  be 
enforced  locally,  and  no  countries  prominent 
in  software  outsourcing  have  local  laws  cov¬ 
ering  theft  of  trade  secrets. 

“Complying  with  Trips  is  a  starting  point, 
but  plenty  of  countries  have  signed  Trips 
agreements.  China  is  one  of  them,  but  there 
are  plenty  of  examples  of  piracy  or  misap¬ 
propriation  of  design  by  Chinese  firms,”  says 
Michael  Murphy,  an  attorney  at  Shaw 
Pittman.  Trips  signers  or  not,  if  a  country’s 


ble,  and  they  instituted  a  lot  of  revised  pro¬ 
cedures,”  most  of  which  she  won’t  disclose, 
though  she  does  note  that  GSSL  won’t  let 
employees  take  home  source  code  to  work 
on  anymore.  SolidWorks  also  has  substan¬ 
tially  changed  its  security  procedures  for  U.S. 
workers,  ranging  from  the  way  it  handles 
access  codes  and  office  security  to  what  it 
makes  available  on  servers  for  remote  work¬ 
ers.  Stratford  says  this  might  create  some 
inconvenience  for  employees,  but  they  don’t 
grumble  much  about  it.  She  says  the  prompt 
response  by  the  LBI  and  India’s  CBI  quickly 
addressed  SolidWorks’  main  concern,  which 
was  making  sure  it  got  its  source  code  back. 
After  the  sting,  all  the  copies  of  the  source 
code  were  recovered  from  Verma’s  quarters. 
As  for  any  strain  in  relations,  Stratford  says 
matter  of  factly  that  “the  reality  is,  every¬ 
body  has  the  same  issue  with  their  own 
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In  complete  control. 

Greater  control  of  your  information  means 
greater  control  of  your  business.  And  no 
information  management  solution  keeps  you 
on  track  like  LEGATO.  Easy  to  implement 
and  deploy,  LEGATO's  content  and  email 
management  software  improves  business 
productivity  and  reduces  TCO  -  putting 
you  on  the  road  to  success. 
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i 

1 


S  LEGATO  the  leader  in  open  software  solutions  for  Information  Management™ 


a  division  of  EMC 


©2003  LEGATO  Software.  LEGATO  and  the  LEGATO  logo  are  registered  trademarks  of  LEGATO  Software.  All  other  trademarks  are  the  property  of  their  respective  owners. 


www.LEGATO.com 


Intellectual  Property  Protection 


employees.”  To  her,  a  potential  landmark 
case  serves  mostly  as  “a  wake-up  call.” 

The  truth  is,  SolidWorks  got  lucky.  Verma 
allegedly  contacted  several  competitors;  only 
one  of  them  told  SolidWorks  that  its  source 
code  was  up  for  sale. 

Praba  Manivasager,  CEO  of  Renodis,  an 
offshore  advisory  firm,  says  that  he  expects 
the  Indian  government  to  move  quickly  in 
passing  stronger  intellectual  property  laws, 
with  the  full  support  of  Nasscom,  India’s 
main  software  association  and  a  power¬ 
house  lobbyist  in  the  country. 

Manivasager  notes  that  the  Indian  gov¬ 
ernment  is  already  working  to  change  its  tra¬ 
ditional  reputation  of  being  guarded  and 
difficult  to  work  with,  both  because  the 
country  is  competing  with  China  for  over¬ 
seas  investment  and  because  existing  busi- 


Ken  Pfeil,  CSO  at  Capital  IQ,  says  the 
SolidWorks  theft  case  should  ring  alarm 
bells  at  every  company  that  wants  to  out¬ 
source.  “You  really  have  to  dig  on  due  dili¬ 
gence,”  he  says.  “[Require]  background 
checks  on  employees,  look  at  the  company 
history  and  financial  stability,  look  at  their 
retention  rates  for  employees.”  Turrini,  the 
lawyer,  recommends  putting  someone  with 
deep  pockets  on  the  hook.  For  instance, 
insist  on  indemnification  agreements  with 
the  outsourcing  provider,  and  make  sure 
that  provider  has  substantial  assets  in  the 
United  States  just  in  case.  Failing  that,  he 
recommends,  get  insurance  for  source  code. 

While  those  steps  might  sound  straight¬ 
forward,  companies  often  fail  to  take  even 
basic  steps  to  check  on  potential  suppliers, 
according  to  Bill  Malik,  who  spent  1 1  years 


overseas,  such  as  databases  and  other  pack¬ 
aged  applications,  they  need  to  think  about 
what  kind  of  data  they  make  available  for 
testing.  Also,  Nasscom  members  are  aggres¬ 
sively  seeking  out  higher-end  business 
process  outsourcing  (BPO)  opportunities, 
such  as  call  centers  and  claims  processing. 
India  outsourcing  did  more  than  $1.2  bil¬ 
lion  in  this  type  of  work  last  year  and 
expects  to  generate  $16  billion  in  revenue 
from  BPO  in  10  years.  These  kinds  of  appli¬ 
cations  create  thorny  issues  about  personal 
data  protection  for  U.S. -based  customers. 

Fegal  eagles  such  as  Bierce  say  that  India 
and  other  nations  interested  in  drawing 
more  high-end  software  work  such  as  BPO 
need  to  adopt  laws  that  protect  personal 
information  when  it’s  transferred  from  other 
countries.  “Software  development  is  easy — 


“People  far  too  often  don’t  do  their  due  diligence.  I’ve  seen  organiza¬ 
tions  that  just  want  to  take  a  pass  on  the  whole  thing.  They  just  want 
to  outsource  development  to  the  cheapest  vendor.” 

-BILL  MALIK,  FORMER  GARTNER  ANALYST 


ness  investors  were  nervous  about  India’s 
near- war  with  Pakistan  two  years  ago.  “It’s 
actually  overhauled  a  lot  of  international 
policies  to  help  foreign  investors  come  into 
India,”  he  says.  “This  case  could  serve  as  a 
landmark  case,  but  it  will  most  likely  solid¬ 
ify  what  we  are  seeing,  which  is  more  and 
more  support  for  international  business.  The 
Indian  government  has  a  lot  to  lose”  if  it 
doesn’t  take  the  case  seriously,  he  adds. 

The  Diligence 
That’s  Due 

LAWS  OR  NO  LAWS,  MANY  BELIEVE  IT 

would  help  if  U.S.  companies  would  treat  off¬ 
shore  software  outsourcing  with  greater  care. 
Many  companies  looking  to  farm  out  their 
development  work  care  only  about  dollar  sav¬ 
ings  and  can  be  sloppy  about  everything  else. 


as  an  analyst  at  Gartner  before  becoming 
CTO  of  Waveset  Technologies.  He  declines 
to  name  names  but  says  that  “people  far  too 
often  don’t  do  their  due  diligence.  I’ve  seen 
organizations  that  just  want  to  take  a  pass 
on  the  whole  thing.  They  just  want  to  out¬ 
source  development  to  the  cheapest  vendor.” 

Usually,  such  hasty  decisions  are  driven 
by  the  need  to  keep  up  profits  and  revenue. 
Booking  at  short-term  financial  gains  is  a 
huge  mistake,  Malik  says,  and  cases  like  the 
one  unfolding  in  India  show  why. 

Also  ahead:  a  shift  in  the  outsourcing 
market  that  will  put  intellectual  property 
protection  in  the  spotlight.  The  first  wave 
of  software  outsourcing  has  focused  on 
application  development  and  maintenance, 
both  of  which  have  fairly  contained  levels 
of  risk,  outside  of  the  odd  rogue  employee 
like  Verma.  But  as  companies  move  more 
and  more  types  of  software  development 


you  don’t  have  data  protection  problems 
until  you  start  populating  a  database,” 
Bierce  says.  He  notes  that  Nasscom  is  work¬ 
ing  on  such  a  law,  though  it  failed  to  gener¬ 
ate  one  in  a  similar  effort  several  years  ago. 
The  push  for  call  centers,  claims  processing 
and  other  back-office  work  means  that  U.S. 
companies  must  reassess  what’s  at  stake.  As 
offshore  vendors  deal  more  and  more  often 
with  customers  and  specific  customer  data, 
the  potential  for  abuse  rises.  E3E] 


Michael  Fitzgerald  is  a  freelance  writer  based  in  Cal¬ 
ifornia.  Share  your  offshore  outsourcing  stories  with 
Senior  Writer  Stephanie  Overby  at  s overby@cio.com. 


For  Sale  Now 


A  CIO  FOCUS  guide  on  OFFSHORE  OUTSOURCING: 
NAVIGATING  THE  OPPORTUNITIES  AND  RISKS  is 

available  for  purchase. 

theciostore.com 
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Outside-the-Box 
Thinking 


Now  more  than  ever  you  need  to  control  costs.  Software  solutions  implemented  straight  out  of  the  box  may  appear  cheaper  and 
faster  to  implement.  The  problem  is,  with  rigid  applications  dictating  how  you  run  your  business,  your  teams  risk  being  trapped 
inside  the  box. 


What  if  you  found  Service  Management  solutions  that  deliver  industry  best  practices-like  ITIL-and  also  empower  you  to  implement 
the  unique  processes  that  maximize  the  value  of  your  IT  and  service  support  organizations?  With  Remedy,  you  have  it  all. 

Remedy’s  Service  Management  software  solutions,  including  Help  Desk,  Customer  Support,  Asset  Management,  and  Change 
Management,  deliver  out  of  the  box,  and  outside  the  box-quickly,  easily,  within  your  budget. 


www.remedy.com/advantage 

or  call  us  at  1.888.294.5757 


Your  Business,  Your  Way.” 


You  want  to  think  outside  the  box. 
Your  budget  calls  for  “out  of  the  box.” 
Don’t  you  wish  you  could  have  both? 


IT  Consolidation 


41  bus  ness  un  ts 


TEXTRON'S  IT  consolidation  effort  is  a 
political  and  leadership  challenge  of  global 
proportions.  Can  the  company  f  i nd  the  right 
mix  after  years  of  operating  independently? 

BY  STEPHANIE  OVERBY 


LIKE  MANY  COMPANIES  TODAY,  TEXTRON  IS  UNDERTAKING  A  CONSOLIDATION. 

And  as  with  all  such  efforts,  it  is  fraught  with  political  risks  and  leadership  chal¬ 
lenges.  But  at  Textron,  a  $10.7  billion  global  enterprise  with  41  business  units 
under  its  roof,  the  difficulty  of  balancing  the  closer  alignment  of  IT  services 


Reader  ROI 

►  How  Textron  is  undertaking  one 
of  the  world’s  largest  IT  consoli¬ 
dation  efforts 

►  Why  consolidation  should  be 
based  on  good  governance,  solid 
business  relationships  and  zero 
tolerance 

►  How  Textron  is  tackling  the  polit¬ 
ical  and  leadership  challenges  of 
centralization 


systemwide  with  the  disparate  business 
needs  is  truly  daunting. 

The  Providence,  R.I. -based  conglomer¬ 
ate  is  spending  approximately  $320  mil¬ 
lion  on  its  IT  shared  serv  ices  organization, 
which  it  established  at  the  start  of  2002. 
Such  centralization  efforts  are  nothing  new. 
For  decades,  the  IT  community  has  gone 
through  waves  of  decentralization  fol¬ 
lowed  by  centralization.  Right  now,  con¬ 
solidation  is  the  buzzword.  “Most  com¬ 
panies  are  looking  at  this  because,  as  a 
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ithout  a  good 
governance  model, 
everything  falls 
apart  quickly.  People 
need  to  understand 
their  roles  in  the 
intended  outcome. 

-Ken  Bohlen,  CIO,  Textron 
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IT  Consolidation 


general  statement,  the  more  you  central¬ 
ize  the  more  you  can  manage  costs,”  says 
Michael  Gerrard,  vice  president  and  chief 
of  information  technology  management 
research  at  Gartner. 

Textron  is  no  different  in  its  reason¬ 
ing.  But  where  Textron  does  diverge  is  in 
the  scope.  Founded  in  1923,  the  com¬ 
pany  went  on  to  become  the  first  modem 
conglomerate,  as  founder  Royal  Little 
snatched  up  more  than  70  discrete  busi¬ 
nesses,  from  aircraft  and  golf  cart  manu¬ 
facturers  to  tool  and  fastener  makers. 

Today,  each  Textron  company  has  its 
own  IT  management  processes,  pet  appli¬ 
cations,  disparate  technology  standards 
and  concerns  about  centralization.  Nine 
business  units  have  their  own  CIOs.  And  after  years  of  operating  inde¬ 
pendently,  changing  course  is  tricky.  “To  take  this  whole  flotilla  of 
ships  and  turn  them  all  around  so  that  we  become  a  networked  enter¬ 
prise  is  something  that’s  very  difficult,”  says  Phyllis  Michaelides,  chief 
technologist  in  charge  of  promoting  technology  standards.  “It’s  not  just 
about  the  number  of  data  centers  you  have.  It’s  a  mind  change.” 

Though  it  may  seem  counterintuitive  to  move  away  from  having 
distributed  IT  to  supporting  diverse  business  units,  Textron  CIO  Ken 
Bohlen  says  that  his  own  research  into  IT  best  practices  dictates  other¬ 
wise.  “All  the  data  suggests  that  the  way  to  the  future  is  through  com¬ 
mon  and  standard  processes,”  he  says,  adding  that  the  new  shared 
services  department  will  take  into  account  differing  business  needs. 
“The  rule  is  start  small,  get  successes  and  build  in  shared  services  only 
where  appropriate,”  Bohlen  explains.  “There  will  be  business-specific 
things  that  we  won’t  touch.  But  the  competitive  advantage  is  not  the 
systems  you  use  but  the  agility  and  speed  with  which  the  business  can 
implement  the  necessary  technology  to  keep  growing.” 

Thus,  Textron’s  new  shared  services  department  is  focused  not 
so  much  on  technology,  but  business  alignment.  The  ultimate  success 
or  failure  of  consolidation  hinges  on  putting  three  important  pieces 
in  place:  good  governance,  solid  relationships  with  the  businesses, 
and  leaders  who  support  the  vision.  And  that’s  exactly  what  the 
shared  services  organization  spent  its  first  year  creating. 

PREREQUISITE  NO.  1 

Good  Governance 

olid  IT  governance — perhaps  the  most  important  factor  in  the 
success  or  failure  of  centralization  efforts — was  often  lacking  in 
previous  consolidation  attempts.  For  a  consolidation  effort  the 
size  of  Textron’s — in  2001,  the  company  had  87  data  centers,  1,314 
servers,  1,540  applications,  1 1  CIOs  and  55,000  end  users — deciding 
how  consolidation  decisions  should  be  made  is  often  more  important 
than  the  decisions  themselves.  This  is  because  successful  IT  consoli¬ 


dations  must  include  the  participation, 
and  ultimate  satisfaction,  of  the  majority 
of  rr  constituents.  Predictably,  the  biggest 
risk  to  successful  consolidation  is  oppo¬ 
sition  from  the  business  unit  IT  managers 
and  users  who  are  reluctant  to  give  up 
control.  “Without  a  good  governance 
model,  everything  falls  apart  quickly,” 
Bohlen  says.  “People  need  to  understand 
their  roles  in  the  intended  outcome.” 

Bohlen,  who  joined  Textron  in  1999, 
set  up  the  Information  Management 
(IM)  Council  at  the  beginning  of  2002 
when  the  IT  shared  services  effort  began 
in  earnest.  Populated  by  Bohlen, 
Michaelides  and  nine  business  unit 
CIOs,  the  IM  Council  is  the  top-level 
guiding  force  behind  consolidation  efforts  and  meets  on  a  monthly 
basis  (face-to-face  when  budgets  were  plumper,  and  now  via  tele¬ 
conference).  “With  a  shared  services  effort,  you  have  to  make  sure 
that  IT  and  all  the  businesses  are  aligned,”  explains  Bohlen,  who 
headed  up  shared  services  departments  previously  as  CIO  at  John 
Deere  and  AlliedSignal.  “It’s  an  almost  daily  initiative  to  keep  every¬ 
one  aware  of  and  involved  in  what  we’re  doing.” 

The  first  step  for  the  group  was  goal-setting.  Textron  hired  The 
Flackett  Group,  to  deliver  a  baseline  of  reasonable  IT  spending  for  a 
centralized  IT  organization  in  a  global,  multi-industry  company,  and 
The  Concours  Group,  to  provide  best  practices  for  IT  governance  and 
project  management.  Every  member  of  the  IM  Council  is  also  work¬ 
ing  toward  or  has  achieved  Six  Sigma  green  belt  status,  and  the  group 
employs  Six  Sigma  Transformation  Excellence  processes,  such  as 
recording  action  items  arrived  at  in  each  meeting,  to  guide  its  decisions. 

The  IM  Council  decided  on  some  basic  operating  principles — for 
example,  Textron  IT  shared  services  would  operate  on  open  stan¬ 
dards.  The  group  also  created  the  concept  of  centers  of  excellence, 
which  ensure  that  once  a  decision  is  made  to  implement  a  certain 
technology,  it  is  implemented  in  the  same  manner  across  the  enterprise. 

The  move  resulted  in  additional  assignments  for  once-siloed  busi¬ 
ness  unit  CIOs.  For  instance,  David  Raspallo,  CIO  of  Textron  Finan¬ 
cial,  also  took  over  as  CIO  of  Textron’s  corporate  center  headquarters. 
Now  Raspallo,  in  addition  to  reporting  to  the  CEO  of  his  business 
unit,  reports  to  Textron  CIO  Bohlen.  And  the  new  reporting  rela¬ 
tionships  extend  throughout  their  organizations.  Six  of  the  IT  employ¬ 
ees  on  Raspallo’s  Textron  Financial  payroll  now  work  for  the  HR 
center  of  excellence. 

The  matrixed  teams  ensure  that  the  best  talent  is  applied  to  each 
project,  but  it  can  get  a  bit  confusing.  “It’s  all  new  to  us,  and  we’re 
collectively  stumbling  our  way  through  it,”  says  Raspallo,  noting 
that  even  with  the  solid  governance  practices  in  place,  you  “have  to 
accept  some  of  the  ambiguity  that  goes  along  with  this.” 


Textron’s  Broad  Reach 


A  multi-industry,  multinational  company 
headquartered  in  Providence,  R.I.,  with 
business  units  in: 

Aerospace  (46  percent  of  revenue):  Bell 
Helicopter,  Cessna  Aircraft 

Industrial  products  (17  percent):  E-Z-Go 
golf  carts,  Jacobsen 

Fastening  systems  (16  percent):  Textron 
Fastening  Systems 

Industrial  components  (15  percent):  Fluid 
and  Power  Systems 

Finance  (6  percent):  Textron  Financial 
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AT&T  and  AT&T  Wireless: 

Two  companies  to  contend  with. 


Sprint: 

One  company 
to  count  on. 


Your  business  will  enjoy  integrated  wireline  and  wireless 
service  from  the  same  company  -  Sprint. 

By  dealing  with  one  company  when  doing  business  with  Sprint, 
you'll  benefit  from: 

•  End-to-end  accountability 

•  Wireless  and  wireline  integrated  and  managed  as  one  seamless  network 

•  Smoother  migration  and  fewer  headaches 

Get  the  facts  at  sprint.com/facts  or  call 
866-700-0029  for  a  Business  Representative. 


One  Sprint.  Many  Solutions?171 
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IT  Consolidation 


Newly  matrixed  teams  ensure  the 
best  IT  talent  ts  applied  to  each 
project/  according  to  David  Raspallo, 
CIO  of  Textron  Financial. 


The  IM  Council  also  set  up  subcommittees  to  investigate  certain 
areas  of  consolidation  on  a  more  granular  level,  such  as  the  security 
leadership  team  and  the  infrastructure  leadership  team.  Like  the  IM 
Council,  these  groups  are  populated  with  IT  representatives  from 
each  business  unit  and  are  subject  to  enterprise  standards.  They 
make  recommendations,  the  IM  Council  debates  them — and  either 
supports  the  ideas  or  makes  some  changes — and  goes  forward. 

At  each  level  of  IT  governance,  “some  decisions  are  easier  and 
some  take  forever,”  says  Raspallo.  One  of  the  “easier”  efforts  was 
deciding  on  a  common  desktop  system  for  the  entire  company. 

In  this  case,  members  of  the  infrastructure  team  entered  a  confer¬ 
ence  room.  “One  person  stands  up  and  tells  you  why  Dell’s  the  best 
computer  to  buy.  Someone  else  tells  you  why  IBM  is  better,”  Raspallo 
says.  But  the  new  regime  requires  that  team  members  leave  that  meet¬ 
ing  with  a  compromise.  In  this  case,  the  vendor  of  choice  was  IBM. 
The  subcommittee  presented  its  recommendation  to  CIO  Bohlen,  who 
then  presented  it  to  the  IM  Council.  Once  the  decision  was  final, 
Bohlen  required  all  business  units  to  replace  their  desktops,  as  needed, 
with  the  new  company  standard. 


PREREQUISITE  NO.  2 
Pressing  the  Flesh 

Strong  governance  processes  and 
cross-company  teams  to  carry  them 
out  aren’t  enough.  Relationship- 
building — with  everyone  from  concerned 
IT  employees  to  end  users  to  the  CFO  of 
subsidiary  E-Z-Go  golf  carts — ranks  a 
close  second  in  consequence.  “You  can¬ 
not  for  one  minute  slack  on  the  relationship  side,”  says  Bohlen. 

Bohlen  now  spends  about  65  percent  of  his  time  on  building  rela¬ 
tionships  with  folks  in  IT  and  the  business.  Though  high,  it  is  just 
about  par  for  the  course  when  making  a  change  of  this  magnitude. 
“When  each  of  these  businesses  has  to  do  its  own  P&L,  it’s  only 
natural  that  they  want  control  of  everything,”  he  says.  “When  you 
introduce  shared  services,  you  have  to  spend  a  lot  of  time  relation- 
ship-building  so  they  trust  you.  You  can  never  do  too  much  of  this.” 

Within  the  scattered  business  unit  IT  departments,  the  concerns 
are  no  different  that  those  that  arise  during  an  outsourcing  arrange¬ 
ment:  What  does  this  mean  for  me  and  my  job?  With  a  very  public 
staff  reduction  across  the  enterprise  of  16  percent  (9,500  workers) 
planned  to  happen  by  2004  and  Bohlen’s  recent  hiring  of  a  vice 
president  of  sourcing  to  look  into  offshore  possibilities,  IT  workers 
have  reason  to  be  uneasy. 

This  summer,  Bohlen  went  on  one-day  trips  to  each  of  Textron’s 
businesses.  He  sat  in  on  IT  talent  reviews  and  talked  to  those  identified 
as  “high  potential”  managers.  He  helmed  selective  “skip  level”  meetings 
with  lower-level  employees.  He  hosted  town  hall  meetings  with  IT  staffs. 


Broader  decisions  must  be  made  at  the 
IM  Council  level,  such  as  determining  just 
how  far  Textron  should  go  in  its  central¬ 
ization  efforts.  Michaelides,  who,  like 
Bohlen,  was  previously  at  John  Deere  and 
AlliedSignal,  has  lived  through  waves  of 
centralization  and  decentralization,  and 
has  seen  such  efforts  go  to  extremes. 
“Here  we’re  trying  to  find  some  middle 
ground,  and  it  isn’t  easy,”  she  says.  In  the 
IM  Council,  business  unit  CIOs  had  the 
chance  to  explain  why,  for  example,  some 
servers  need  to  remain  on  factory  floors. 
So  although  centralizing  most  data  cen¬ 
ters  makes  sense,  Textron  will  never  go 
to  100  percent  data  center  centralization. 
Ultimately,  the  IM  Council  is  aiming  for 
“loose  centralization,”  Michaelides  says. 
“And  maybe  it  will  be  a  key  differentiator 
for  us  that  we  recognize  some  of  the 
intrinsic  value  of  our  diverse  businesses.” 
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Send  and  receive  attachments. 


average 
20 -40  Kbps 
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Sprint 


Send  and  receive  attachments  nearly  twice  as  fast. 


average 
50-70  Kbps 


Your  business  can  get  more  done,  faster, 
in  more  places  nationwide  with  the  Sprint 
advanced  wireless  network. 


Compared  with  the  AT&T  Wireless  Next  Generation  network, 
Sprint  gives  you: 

•  Laptop  connections  nearly  twice  as  fast 

•  30%  larger  coverage  area 

•  Over  30  million  more  people  covered 


All  of  this  and,  of  course,  clear  calls  on  the 
most  complete,  all-digital  wireless  network  in 
the  nation  to  make  your  business  more  effective 


PCS  Connection  Card.™ 
Insert  it  in  a  laptop. 
<vo'  Get  a  wireless 

connection. 


Get  the  facts  at  sprint.com/facts  or  call  877-459-8144 
for  a  Business  Representative. 


One  Sprint.  Many  Solutions^ 

Voice/Oata  PCS  Wireless  Internet  Services  E-Business  Solutions  Managed  Services 


Speed  claims  based  on  published  averages  from  each  carrier  and  other  information.  Realized  speeds  will  vary  based  on  devices,  tasks  and  other  factors.  Coverage  claims  based  on 
the  enhanced  Sprint  Nationwide  PCS  Network  (reaching  240  million  people)  and  the  AT&T  Wireless  National  Next  Generation  (GPRS)  network  and  coverage  included  with  available 
service  plans  excluding  roaming  areas.  Copyright  ©2003  Sprint  Spectrum  L.P.  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  L.P. 


IT  Consolidation 


For  his  part,  Raspallo  meets  weekly  with  the  coordinators  for 
each  corporate  center  department,  on  a  monthly  basis  with  senior 
department  managers,  and  on  a  quarterly  basis  with  the  entire  cor¬ 
porate  center.  The  meetings  are  necessary,  Raspallo  says,  because  of 
the  amount  of  change  users  must  absorb.  And  with  a  retention  rate 
across  the  company  of  96  percent  during  the  past  10  years,  says  Ras¬ 
pallo  (himself  in  his  19th  year),  more  people  are  set  in  the  old  Tex¬ 
tron  ways  than  not. 


PREREQUISITE  NO.  3 
Zero  Tolerance 

George  Washington  once  said:  “Government  is  not  reason,  it 
is  not  eloquence.  It  is  force.”  At  some  level,  Textron’s  IT  con¬ 
solidation  is  no  different.  Bohlen  has  made  the  participation 
of  business  unit  CIOs  paramount  in  his  creation  of  the  IM  Council.  And 
relationships  are  developing  at  all  levels  throughout  the  enterprise.  But 
at  a  certain  point,  Bohlen  believes,  you  have  to  eliminate  detractors. 

Chairman,  President  and  CEO  Lewis  Campbell  has  put  new 
CEOs  at  many  of  Textron’s  various  business  units  during  the  past 
two  years.  The  stakes  are  high.  Campbell  was  recently  quoted  as 
saying  that  nearly  20  percent  of  the  company’s  150  executives  (a 
group  that  includes  Bohlen  and  Michaelides)  are  not  performing  well 
and  may  be  laid  off. 

In  certain  cases,  Bohlen  has  followed  suit,  placing  new  business 
unit  CIOs  in  charge.  “Take  the  new  CEO  at  Bell  Helicopter.  As  soon 
as  he  came  over  from  Honeywell,  we  got  together  and  made  changes 
within  Bell’s  IT  department,”  says  Bohlen.  “In  large  organizations 
you  will  always  have  those  people  with  differing  opinions,  which  is 
good.. .until  you  have  finally  decided  to  do  something.  Then  the  time 
for  debate  is  over.” 

It’s  no  secret  that  ultimate  compliance  is  what  Bohlen  and  his  boss, 
Campbell,  expect.  “By  virtue  of  being  on  the  IM  Council,  if  you  are 
part  of  deciding  that  something  is  right  for  Textron,  that’s  what  you’re 
going  to  do,”  says  Raspallo.  “There  is  no  tolerance  for  those  people 
who  nod  their  heads  and  say,  I’m  on  board,  and  go  back  to  their 
facility  and  do  their  own  thing.  You  can’t  play  that  game,  and  if  you 
do,  you’ll  be  the  subject  of  a  very  public  execution.” 

This  is  another  area  where  Bohlen’s  efforts  to  get  out  into  the  busi¬ 
ness  units  help  him  out.  Visit¬ 
ing  local  sites  and  conducting 
meetings  with  lower-level  IT 
employees  who  are  actually 
working  on  the  consolidation 
efforts  give  him  clues  about 
where  leadership  may  be 
lacking.  “I  find  the  best  data 
where  the  work  is  being 
done,”  Bohlen  says.  “They 
will  tell  you  exactly  what  is 
happening  and  not  happen- 


Read  More  on  IT  Consolidation 


Companies  consolidating  IT  and 
going  from  decentralized  to 
centralized  organizations  face 
many  challenges.  Read  about  how 
telecommunications  company 
Cingular  went  from  having  a 
melange  of  call  centers  cobbled 
together  through  years  of  mergers 
to  a  consolidated  system  in 
CALL  TOGETHER  NOW.  Goto 
www.cio.com/printlinks. 

cio.com 


Textron’s  IT 
Consolidation  Goals 


»  Reduce  data  centers  by  38  percent  this  year  (down  from 
original  goal  of  50  percent) 

»  Reduce  servers  by  50  percent  by  end  of  2004 

»  Reduce  infrastructure  operations  cost  by  20  percent  by 
end  of  thisyear 

»  Implement  one  e-mail  system  enterprisewide,  cutting 
e-mail  costs  by  40  percent 

»  Reduce  network  costs  by  25  percent  by  2004 

»  Reduce  contract  costs  by  $5.4  million 

»  Implement  common  management  processes  for 
infrastructure  organization 

»  Dramatically  improve  communication  to  all  constituents 

»  Create  an  application  road  map  for  all  companies 

»  Create  technology  standards 

»  Implement  additional  centers  of  excellence  and  focus 
groups 

»  Measure  customer  satisfaction 

»  Implement  new  IT  services  in  human  resources,  project 
management,  mergers  and  acquisitions,  finance,  audit, 
disaster  recovery  and  security 

»  Meet  lower  budget  target  (IT  budget  was  cut  10  percent 
in  2002  and  another  7  percent  in  2003) 


ing.”  Bottom  line,  what  Bohlen  looks  for  is  “a  good  attitude.  It  carries 
you  a  long  way.” 

In  some  cases,  Bohlen  brings  in  one  person  from  another  company 
with  a  fresh  perspective.  In  other  cases,  he’s  worked  with  employees 
to  think  about  their  jobs  in  a  different  way.  If  all  else  fails,  he  fires 
those  who  cannot  work  within  the  new  shared  services  world. 

It  sounds  a  bit  frightening,  but  Raspallo  points  out,  “today’s  busi¬ 
ness  environment  is  scary  for  CIOs  both  inside  and  outside  of  Tex¬ 
tron.  But  if  you  perform,  you  are  afforded  an  opportunity  to  look  at 
either  expanding  your  role  in  Textron  or  changing  your  assignment.” 

There’s  no  special  treatment  for  business  unit  CIOs  who  find  this 
consolidation  effort — and  the  amount  of  investment  required  to 
make  it  work — more  of  a  challenge  financially.  Cessna  Aircraft, 
struggling  since  9/11,  must  make  the  same  IT  investments  as  business 
units  in  better  financial  shape.  But  by  all  accounts,  they’re  making 
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Mobility  and  security  are  two  words  not  often  used  in  the  same  sentence.  But  now  Intel  and  VeriSign  are  working 
together  to  help  enterprises  make  wireless  computing  safer  and  simpler.  And  make  mobile  professionals  more 
productive.  Intel®  Centrino™  mobile  technology  supports  industry  standard  and 
leading  third-party  security  solutions,  such  as  VeriSign’s  Strong  Authentication 
Services  and  Digital  Certificates,  to  enable  safer  notebook  connectivity.  So,  security 
really  does  set  you  free.  Free  from  wires.  Free  from  worry.  Free  to  move  forward.  The  Value  of  Trust' 

To  learn  more  about  Intel  and  VeriSign,  visit  www.SecuritySetsYouFree.com 


©2003  VeriSign,  Inc.  All  rights  reserved.  VeriSign,  the  VeriSign  logo,  Security  Sets  You  Free,  Security  Intelligence  and  Control,  and  other  trademarks,' service  marks,  and  logos  are  registered  or  unregistered 
trademarks  of  VeriSign  and  its  subsidiaries  in  the  United  States  and  in  foreign  countries.  Intel,  Intel  Centrino,  Intel  Inside,  the  Intel  Centrino  logo,  and  the  Intel  Inside  logo  are  trademarks  or  registered  trademarks  of 
Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 


IT  Consolidation 


“To  take  this  whole  flotilla  of  ships  and 
turn  them  all  around  so  that  we  become 


a  networked  enterprise  is  something 
that’s  very  difficult,”  says  Phyllis 
Michaelides,  chief  technologist  in  charge 


them.  “It’s  been  a  wonder,”  says  Michaelides.  “Companies  like 
Cessna  have  just  had  to  suck  it  up.” 

In  other  cases,  business  units  that  have  grown  through  an  acquisition 
may  have  many  more  systems  to  replace  and  consolidate  than  others, 
and  therefore  more  money  to  convince  their  business  unit  boards  to 
spend.  But  in  the  new  Textron  world  order,  everyone  must  make  what¬ 
ever  investment  is  required  to  meet  new  standards.  Once  the  decision 
was  made  to  go  to  PeopleSoft  as  Textron’s  enterprisewide  HR  system 
(which  IT  executives  will  only  say  has  been  an  eight-figure  investment 
enterprisewide),  for  instance,  the  cost  was  relatively  easy  for  Textron 
Financial  CIO  Raspallo  to  justify  to  his  CEO.  They  were  already  run¬ 
ning  on  PeopleSoft  7.5  and  would  simply  upgrade  to  8.3.  It  is  a  signif¬ 
icant  investment  to  be  sure,  but  not  as  substantial  as  it  will  be  for  other 
business  units  with  multiple  or  customized  HR  systems  already  in  place. 

Still  the  inherent  lack  of  autonomy  for  business  unit  CIOs  in  the 
new  environment  is  an  adjustment.  “I’ve  been  in  the  technology  world 
for  23  years.  I  can  be  one  of  those  individuals  who  goes  up  there  and 
explains  why  product  X  is  absolutely  the  best  choice  and  collectively 
we  decide  to  go  another  way.  But  I  have  to  put  my  technical  pride  and 


ego  aside  to  work  for  the  common 
good,”  Raspallo  says.  “I  have  to  just 
look  at  this  as  a  new  opportunity  to  con¬ 
tribute  to  an  even  bigger  business.” 

The  Road  Ahead 

ith  all  the  necessary  pieces  in 
place,  significant  changes  are 
beginning  to  occur  at  Textron. 
Eighty-seven  data  centers  have  been 
reduced  to  fewer  than  50,  with  the  ulti¬ 
mate  goal  of  six;  1,314  servers  have  been 
consolidated  into  844,  with  the  ideal 
being  fewer  than  200;  and  the  company’s 
1,540  applications  have  been  reduced  to 
1,400,  with  the  ultimate  goal  of  rolling 
out  a  handful  of  enterprise  solutions.  Just 
looking  at  the  numbers,  it’s  clear  that 
there’s  a  lot  of  work  to  do  if  Textron  is  to 
meet  its  2004  goals.  And  the  shared 
services  team  has  had  to  make  some 
adjustments  to  its  original  goals.  The 
infrastructure  team  found  that  Textron 
had  too  many  mail  servers,  creating  con¬ 
cerns  about  the  ability  to  communicate 
worldwide.  So  Bohlen  had  to  divert  some 
resources  to  remedy  that  situation,  slow¬ 
ing  the  pace  of  data  center  consolidation. 

Textron’s  IT  leaders  will  tell  you  most 
of  the  really  hard  work  has  been  done, 
and  Bohlen  says  he  plans  to  accelerate 
consolidation  efforts  during  the  next  year  The  good  news  is  that  the  gov¬ 
ernance  processes,  the  relationship-building  and  even  the  pressure  to 
perform  in  the  new  environment  are  beginning  to  become  second  nature 
for  Textron’s  IT  leaders,  which  bodes  well  for  the  ultimate  success  of 
Textron  shared  services.  “It’s  my  job.  It’s  what  I  do,”  says  Raspallo,  sit¬ 
ting  in  a  conference  room  that  used  to  be  a  redundant  server  room  and 
marveling  about  the  fact  that  his  security  key  card  now  allows  him  to 
get  on  any  floor  at  headquarters,  not  just  those  belonging  to  Textron 
Financial.  “We  used  to  talk  about  this  transformation,  these  governing 
groups,  Six  Sigma,  the  IM  Council,  meetings — all  the  things  we’re  doing 
to  change  Textron — as  something  else  to  do.  Now  it’s  what  I  do.” 

“We’ve  made  a  lot  of  strides,  and  much  of  it  has  been  structural,” 
Michaelides  says.  “Structures  had  to  be  put  in  place  peoplewise — the 
IM  Council  and  subcommittees  and  centers  of  excellence  and  IT 
leaders  and  decision-making  processes — before  we  went  off  chasing 
windmills.  But  now  we  have  an  organized  pattern  of  bringing  about 
the  changes  necessary  for  shared  services.”  HE] 


Contact  Senior  Writer  Stephanie  Overby  at  soverby@cio.com. 
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UAN  helped  BMC  Software 
solve  our  application  integration 
puzzle  faster  and  at  a  40% 
cost  savings. 

-Jay  M.  Gardner,  CIO,  BMC  Software 


Now  that  Jay  Gardner  has  linked  his  customer-facing  applications  across  the  organization  using  Universal 
Application  Network,  BMC  Software  has  seen  dramatic  improvements  in  customer  service.  Information  that 
sales  reps  spent  hours  finding  across  multiple  front  and  back  office  systems  is  now  automatically  linked  to 
enable  faster  response  times.  And  as  more  processes  are  integrated  across  different  applications,  error  rates 
associated  with  manual  handoffs  are  greatly  reduced. 

Pioneered  by  Siebel  in  partnership  with  the  world's  leading  application  integration  vendors  and  systems 
integrators,  UAN  is  an  open  integration  solution  based  on  XML  and  Web  services.  It  integrates  legacy, 
homegrown  and  packaged  applications  faster  than  traditional  custom  approaches.  And  it  lowers  costs 
because  it  leverages  your  existing  IT  assets. 

UAN:  a  better  way  to  link  your  company,  a  better  way  to  serve  your  customers. 


Business  integration  simplified. 

View  the  UAN  Interactive  Demo  at  www.siebel.com/uandemo  or  call  1-800-307-2181. 
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THE  R 0 1  OF  CRN  I  AGENDA 


CRN  STRATEGIES: 

THE  METRICS  &  MEASUREMENTS  HAVE  COME  OF  AGE 


IT  USED  TO  BE  THAT  A  GOOD 
CRM  strategy'  was  a  lot  like  for¬ 
mer  Supreme  Court  Justice  Pot¬ 
ter  Stewart’s  1964  opinion  on 
obscenity:  hard  to  define,  but 
you  knew  one  if  you  saw  it.  Trou¬ 
ble  is,  just  a  few  short  years  ago  it 
was  tough  to  even  see  a  truly 
good  CRM  strategy'. 

CRM  projects?  Yes,  tons  of  them. 
Everybody  in  the  late  ’90s  had  a  CRM 
initiative.  But  metrics,  results,  ROI? 
Not  so  much. 

Funny  what  an  economic  down¬ 
turn  will  do,  though.  As  IT  budgets 
shrank  and  projects  disappeared  in  the 
quagmire  of  the  2001  reces¬ 
sion,  the  CRM  imperative — 
the  mandate  to  get  closer  and 
more  responsive  to  cus¬ 
tomers — only  grew,  and  with  it 
emerged  a  whole  new  set  of 
metrics,  results  and,  yes,  good 
CRM  strategies. 

That’s  what  this  edition  of 
Strategic  Directions  is  all  about:  The 
ROI  of  CRM — Strategies  for  Measur¬ 
ing  and  Maximizing  Customer  Rela¬ 
tionships.  What  works  and  what  does¬ 
n’t?  What’s  IT’s  role  in  a  CRM 
strategy',  and  who  actually  “owns”  the 
initiative?  How  do  you  pick  a  CRM 
vendor?  Where  do  CRM  analytics  and 
business  intelligence  meet? 

These  are  some  of  the  questions 
tackled  dais  issue,  with  answers  and  tes¬ 
timonials  coming  from  the  industry’s 
leading  CRM  vendors  and  their  cus¬ 
tomers.  Real  strategies,  real  results,  real 
advice. 

It  strikes  me  that  now  is  a  critical 


BY  TOM  FIELD 

time  for  CRM  initiatives.  The  new  year 
is  starting,  the  economy  is  turning 
around  and  enterprises  are  loosening 
their  purse  strings  for  new  projects.  It’s 
an  ideal  time  to  start  defining  or  refin¬ 
ing  a  CRM  strategy. 

Maybe  you’re  just  warming  up  for 
a  CRM  project;  maybe  you’ve  been 
burned  before.  Either  way,  this 
Strategic  Directions  has  valuable  infor¬ 
mation  to  help  ensure  that  not  only 
will  you  know  a  good  CRM  strategy 
when  you  see  it  — but  you’ll  also  be 
able  to  measure  and  maximize  it. 


in  general,  this  edition  in  particu¬ 
lar,  and  ideas  you’d  like  us  to  tack¬ 
le  in  future  editions.  Got  any 
CRM  best-practices  you’d  like  to 
share  with  other  IT/business  lead¬ 
ers?  Send  them  to  me;  I’ll  pass 
them  along  in  our  next  issue. 

Thanks  for  reading  Strategic 
Directions.  And  thanks  in  advance  for 
writing  in  with  your  feedback. 

Tom  Field 

Director  of  Content  Development 

CXO  Media  Custom  Publishing 

Tfield@cxo.com 


NOW  IS  A  CRITICAL  TIME  FOR 
CRM  INITIATIVES...  ITS  AN 
IDEAL  TIME  TO  START _ 


DEFINING  OR  REFINING 
A  CRM  STRATEGY. 


About  Strategic  Directions'.  As 
you  know,  Strategic  Directions  is  the 
ongoing  series  of  CIO  Magazine  sup¬ 
plements,  produced  by  CIO's  Custom 
Publishing  group,  focusing  on  the  key 
business-critical  technologies  and  solu¬ 
tions  of  the  day.  Through  research, 
analysis,  case  studies  and  vendor  pro¬ 
files,  Strategic  Directions  provides  an 
executive-level  primer  to  the  hot  top¬ 
ics  on  the  minds  of  senior  IT  and  busi¬ 
ness  leaders.  Previous  editions  this  year 
have  focused  on  Outsourcing,  Securi¬ 
ty  and  Storage. 

Please  let  us  know  what  you 
think  — about  Strategic  Directions 


STRATEGIC  DIRECTIONS 
2004 

For  a  preview  of  the 
upcoming  2004  Strategic 
Directions  series,  please 
see  page  11. 
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CRM  SIRHEGIES: 

MIH  INKS,  «UI  DOESTI 

The  Top  Line  is  All  About  Customers,  But  the  Bottom 
Line  is  About  IT’s  Role  in  Obtaining  and  Retaining  Them 


UST  ASK  THE  FOLKS  ON 
Wall  Street:  boosting  the 
bottom  line  with  cost 
savings  and  product¬ 
ivity  improvements  isn’t 
enough  these  days — a 
necessary  but  not  sufficient 
condition  for  competitive 
success.  Now  it’s  time  to 
add  topline  revenues.  And 
the  top  line  is  all  about  customers. 

Customer  relationship  management 
(CRM)  strategies  and  the  technologies 
that  enable  them  make  it  possible  to  fig¬ 
ure  out  what  customers  want  and  the 


most  profitable  ways  to  give  it  to  them — 
important  in  an  age  when  acquiring  new 
customers  is  about  five  to  10  times  the 
cost  of  retaining  current  ones. 

CRM  strategies  are  based  on  the 
premise  that  quick,  accurate  knowledge 
about  customers  empowers  organiza¬ 
tions  to  increase  the  value  of  current 


customers,  keep  them  longer  and  more 
effectively  acquire  new  customers. 

Despite  widely  circulated  reports  of 
CRM  implementation  failures,  enter¬ 
prises  continue  to  invest  in  CRM  tech¬ 
nologies  and  solutions.  Why?  Because 
CRM -enabling  technologies  really  can 
help  enterprises  to: 

•Develop  a  single  view  of  customer 
data.  This  way,  regardless  of  touch- 
point,  every  customer  gets  consistent 
information;  duplication  and  redun¬ 
dancy  is  trimmed;  customers  aren’t 
required  to  repeatedly  feed  in  the  same 
information  about  themselves  to  get 


service,  which  keeps  them  happier  and 
improves  sales  and  customer  service 
staff  productivity. 

•  Provide  realtime  (or  near- realtime) 
information.  So  sales  and  customer  serv¬ 
ice  reps  as  well  as  customers  can  check 
product  availability,  order  status,  etc.; 
products  and  services  can  be  more  accu¬ 


rately  and  easily  configured  by  sales  staff. 

•  Identify  and  target  key  customer 
groups.  Detailed  knowledge  about 
each  customer  can  drive  efforts  to  tar¬ 
get  their  needs  and  spending  capabili¬ 
ties;  high-value  customers  can  be  iden¬ 
tified  and  given  priority. 

•  Track  and  measure  sales,  customer 
service,  and  marketing  performance. 
Leads  can  be  linked  to  the  marketing 
campaigns  that  spawned  them,  so  their 
effectiveness  can  be  tracked;  leads  can  be 
funneled  more  effectively  to  the  most 
appropriate  channel  sales  force;  products 
and  services  for  targeted  customer  groups 
can  be  developed  in  response  to  customer 
interest  and  demand. 

•  Best  practices  can  be  identified  and 
consistently  implemented.  The  most 
effective  sales,  service  and  marketing 
practices  can  be  uniformly  applied;  sales 
logs  can  be  automatically  updated; 
repetitive,  time -gobbling  tasks — such  as 
fulfilling  requests  for  product  litera¬ 
ture — can  be  automated. 

Evidence  abounds  that  CRM 
implementations  can  succeed — and 
when  they  do,  returns  on  CRM  invest¬ 
ment  can  be  spectacular.  Gartner,  Inc., 
the  Connecticut- based  research/analy¬ 
sis  firm,  believes  those  organizations 
that  devote  at  least  50  percent  of  their 
efforts  to  advanced  customer-centric 
marketing  processes  will  see  a  market- 


CRM  STRATEGIES  AND  THE _ 

TECHNOLOGIES  THAT  ENABLE 

THEM  MAKE  IT  POSSIBLE  TO _ 

FIGURE  OUT  WHAT  CUSTOMERS 
WANT  AND  THE  MOST  PROFITABLE 
WAYS  TO  GIVE  IT  TO  THEM. _ 
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WHO  OWNS  CRM? 

Experienced  IT  groups  have  learned  that  CRM  needs  a  business  owner  able  to 
drive  how  the  enterprise  should  develop  and  use  it.  CRM  projects  driven  by  IT 
alone  are  much  more  likely  to  fail. 

CIOs  need  partners  in  the  enterprise  to  make  CRM  successful.  Best  bet: 
cross-functional  teams  led  by  an  influential  skeptic  and  comprised  of  key 
stakeholders  and  those  with  appropriate  skills.  You’ll  need  commitment  from: 

THE  CFO.  Without  a  convincing  business  case,  the  CFO  won’t  fund  your  project. 

CUSTOMER  SERVICE.  These  folks  know  more  about  your  organization’s  cus¬ 
tomers  than  anyone  else.  Listen  to  them  as  you  design  and  build  a  CRM  initiative. 

MARKETING,  Often  tactical  and  product-oriented,  insights  about  customers 
from  marketing  people  can  improve  customer  handling  and  campaigns. 

Interdepartmental  collaboration  in  areas  where  customer  impact  can  be 
measured  can  help  CRM  managers  launch  cooperative  projects  that  deliver 
tangible  benefits. 

Formalizing  access  to  customer  data,  and  rationalizing  that  data  across  all 
enterprise  functions  and  departments,  enables  a  cross-functional  integra¬ 
tion  that  can  pay  off  big  time.  For  instance,  when  database  marketers  collab¬ 
orate  with  business  unit  managers,  both  will  better  appreciate  the  others’ 
needs  and  abilities. 

“IT  is  the  only  department  that  intersects  with  all  parts  of  a  company  from 
a  strategic  perspective,”  says  Michael  Koval,  vice  president  and  CIO  at  real 
estate  services  provider  Long  &  Foster.  “With  the  correct  players,  IT  can  suc¬ 
cessfully  implement  the  software.  We  can  attest  to  that.” 


ing  ROI  by  2007  that’s  30  percent 
greater  than  those  who  don’t. 

Consider  the  UK’s  Woolwich 
Independent  Financial  Advisory  Ser¬ 
vices  (WIFAS):  its  combined  use  of 
Oracle’s  Database,  Warehouse  Builder, 
Portal,  Application  Server  and  other 
products  has  generated  $23  million  in 
cost  savings  and  productivity  gains, 
resulting  in  a  260  percent  ROI.  Its 
commitment  to  CRM  has  helped 
WIFAS  grow  by  more  than  250  per¬ 
cent  in  four  years,  as  compared  to  a 
market  average  of  75  percent. 

Yet,  according  to  Gartner,  as  many 
as  85  percent  of  enterprises  don’t 
understand  how  CRM  creates  value  in 
their  customer  bases,  at  least  in  part 
because  their  CRM  implementations 
have  been  piecemeal  and  disjointed. 
What’s  missing  is  an  enterprisewide 
CRM  strategy  that  addresses  these  crit¬ 
ical  challenges: 

■  Supporting  (and  cost- justifying)  an 
ever-widening  range  of  marketing, 
sales  and  support  activities  while  still 
presenting  “one  friendly  face”  to  cus¬ 
tomers. 

■  Satisfying  increasingly  demanding 
customers — some  of  whom  are  much 
more  valuable  than  others. 

■  Integrating  information  from  a 
multiplicity  of  barely-coordinated 
data  silos. 

CREATING  A  CRM  BUSINESS 
STRATEGY 

How  does  your  enterprise  use  its  com¬ 
petencies  to  create  value  propositions 
for  its  customers?  Which  market  sectors 
offer  the  most  promise? 

A  CRM  strategy — which  lays  out 
how  that  promise  will  be  pursued — 
can’t  be  formed  without  answers  to 
these  questions.  And  the  strategy 
must  be  devised  before  plans  for 
implementing  the  capabilities  needed 
to  achieve  it  can  be  completed.  Steps 
along  the  way  include: 


KNOW  YOUR  OBJECTIVES.  The  idea  is  to 
keep  and  acquire  customers  with  the 
greatest  value  potential.  By  establishing 
objectives,  one  can  determine  specific, 
quantifiable  customer  acquisition, 
development  and  retention  targets  that 
meet  corporate  financial  goals. 

How  this  is  best  accomplished 
depends  on  die  land  of  organization  and 
its  priorities.  Of  course,  customer  reten¬ 
tion  is  important  to  just  about  all  organ¬ 
izations.  Business-to-business  enterpris¬ 
es  aiming  to  become  a  preferred  supplier 
often  give  high  priority  to  customer 
development.  Business-to-consumer 
enterprises  with  an  eye  to  boosting  mar¬ 
ket  share  concentrate  on  customer 
acquisition.  Government  and  nonprofit 
organizations  tend  to  care  most  about 
customer  satisfaction. 


KNOW  THYSELF.  Start  by  answering 
these  questions: 

■  What  are  your  enterprise’s  goals  and 
imperatives? 

■  What  should  be  achieved  with  a 
CRM  initiative? 

■  What  business  units  will  be  affected? 

■  What’s  the  condition  of  the  IT  infra¬ 
structure?  What  needs  to  be  upgraded, 
integrated? 

TRANSFORM  YOUR  CUSTOMER  BASE  INTO 
AN  ASSET.  Be  customer-centric.  Focus 
objectives  on  your  customer  lifecycle, 
which  then  mirror  your  product/serv¬ 
ice  lifecycle.  This  means: 

■  Analyze  your  customers.  Look  for 
ways  that  customer  value  is  lost  or 
unexploited.  When  you’ve  spotted 
where  action  is  required,  you  can  set 
metrics  and  monitor  them. 
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a  Jibe  CRM  and  corporate  strategies. 

CRM  strategy  cannot  stand  alone;  it 
must  be  derived  from  corporate  goals 
and  imperatives,  and  it  must  be  linked 
to  other  operational  strategies. 

B  Keep  it  flexible.  In  a  challenging, 
competitive  environment  unpredictably 
impacted  by  discontinuous  change, 
CRM  strategy  needs  to  be  dynamic  and 
timely,  adapting  operational  efforts  and 
corporate  direction  to  market  condi¬ 
tions.  Thus,  successful  CRM  strategy 
evolves  in  an  iterative  process  that  takes 
advantage  of  customer  and  operational 
feedback  to  refine  objectives,  tactics  and 
processes. 

BUILD  A  REPEATABLE,  CONTINUOUSLY 
IMPROVING  PROCESS.  The  goal  is  to  effi¬ 
ciently  utilize  all  your  organization’s 
resources  to  present  one  friendly,  con¬ 
sistent  face  to  customers.  Customers 
should  get  the  same  information  about 


CRM  FOR  THE  ZERO-LATENCY,  REALTIME  ENTERPRISE 

The  ability  to  respond  to  events  and  conditions  in  realtime  or  near-realtime  can  provide  sub¬ 
stantial  competitive  advantage. 

Faster  response  means  business  decisions  are  based  on  up-to-the-minute  (realtime)  infor¬ 
mation.  Pulling  it  off  requires  integration  of  not  just  data  and  applications,  but  also  key  CRM, 
ERP  and  SCM  processes  so  that  decision  makers  have  an  accurate  view  of  the  organization’s 
activities  and  capabilities.  This  means: 

•  Comparing  actual  process  performance  to  key  performance  indicators  that  are  based  on 
organizational  objectives  and 

•  Balancing  resource  utilization  against  cost  and  revenue  goals. 

Such  performance  management  (also  called  business  activity  monitoring)  enables  decision 
makers  to  consistently  and  continuously  deploy  resources  and  align  processes  to  achieve 
strategic  goals. 

Singapore’s  OCBC  Bank  has  achieved  more  than  $2.3  million  in  savings  each  year  since 
implementing  Siebel  Finance  in  September  2000.  The  bank’s  successful  CRM  strategy  has 
reduced  insurance  application  processing  time  by  99  percent  (from  three  days  to  one  minute); 
cut  information  retrieval  time  by  83  percent  (from  12  minutes  to  two  minutes  per  customer); 
shortened  customer  referral  time  by  96  percent  (from  45  minutes  to  two  minutes);  accelerat¬ 
ed  feedback  escalation  time  by  80  percent  (from  five  minutes  to  one  minute);  and  reduced 
telesales  time  by  80  percent  (from  15  minutes  to  three  minutes  per  referral). 


C0MPIHY  PROFILE 


ffective  businesses  today  must  earn  their  customers’  trust. 
They  must  learn  from  every  interaction  to  deliver  a  superior 
customer  experience,  expanding  customer  loyalty  to  create  a 
lasting  competitive  advantage. 

Norte!  Networks  Customer 
Contact  and  Self-Service  Solutions 
help  businesses  deliver  a  definitive  customer 
experience  and  provide  exceptional  innovative  services  tailored  to  individual 
customer  needs  that  increase  retention  and  improve  profitability. 

VERSATILITY  AND  SEAMLESS  INTEGRATION 

Solution  versatility  allows  a  company  to  start  modestly  with  a  single  site  or 
as  ambitiously  as  a  global,  multimedia  implementation.  Either  way,  busi¬ 
nesses  are  assured  that  each  investment  made  in  Nortel  Networks  prod¬ 
ucts  or  services  will  integrate  seamlessly  today  and  in  the  future. 

Nortel  Networks  is  one  of  the  world’s  largest  providers  of  high-perform¬ 
ance  converged  networks  with  the  quality,  reliability,  scalability,  and  securi¬ 
ty  to  serve  as  a  new  foundation  for  global  communications,  including  cus¬ 
tomer  contact  and  self-service  applications  unified  with  CRM. 

Nortel  Networks  has  been  a  leader  in  the  customer  contact  business, 
both  agent-assisted  and  self-service,  for  30  years.  Today  customer  contact 
solutions  support  more  than  35,000  contact  centers,  three  million  contact 
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center  agents,  and  60  million  calls  per  day  in  over  100  countries  worldwide. 
More  than  7,000  customers  automate  interactions  using  Nortel  Networks 
self-service  and  speech  applications.  In  2002,  Nortel  Networks  held  the 

number-one  call  center  market  share  for  agent 
shipments  in  North  America.  Nortel  Networks  is 
also  number  one  in  global  Interactive  Voice 
Response  (IVR)  and  speech  applications  shipments. 

ONE  NETWORK.  A  WORLD  OF  CHOICE 

These  solutions  position  a  business  for  transformation  into  a  proactive  enti¬ 
ty  that  anticipates  customer  needs  and  satisfies  them  with  time-sensitive, 
valued  information,  wherever  they  are.  This  visionary  approach— a  new 
model  of  engagement  with  customers  called  “One  Network.  A  World  of 
Choice”— includes  everything  being  done  today  in  contact  centers,  self- 
service,  CRM  and  more.  A  business  can  evolve  by  enhancing  existing  solu¬ 
tions  to  optimize  investment  while  receiving  revolutionary  benefits. 

Nortel  Networks’  versatile,  comprehensive  Customer  Contact  and  Self- 
Service  Solutions  provide  an  extraordinary  foundation  for  success. 


To  learn  more  about  how  a  company  can  gain  a  competitive 
advantage  using  these  solutions,  contact  a  local  Nortel  Networks 
office  or  please  visit  the  web  at  www.nortelnetworks.com. 
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NORTEL  NETWORKS  CRM  SUCCESS 


CADENCE  DESIGN  SYSTEMS 


“WE  HAD  A  GREAT  CRM  PRODUCT,  but  our  telephony  infra¬ 
structure  was  not  allowing  us  to  get  the  most  out  of  it,” 
says  Jack  Yothers,  senior  project  manager  at  electronic 
design  automation  (EDA)  industry  leader  Cadence 
Design  Systems,  Inc. 

Headquartered  in  San  Jose,  Calif.,  Cadence  is  the 
world’s  largest  supplier  of  electronic 
design  technologies,  methodology 
services  and  design  services  for  a 
variety  of  electronics- based  prod¬ 
ucts.  To  stay  competitive  in  the 
highly  dynamic  and  complex  EDA 
industry.  Cadence  recently  imple¬ 
mented  a  CRM  solution  from  Siebel 
Systems.  Although  the  solution 
offered  numerous  features  impor¬ 
tant  to  improving  customer  experi¬ 
ences,  Cadence’s  decision  to  rely  on 
its  older  communications  infrastruc¬ 
ture  was  getting  in  the  way. 

“We  were  experiencing  contin¬ 
ued  system  problems,  the  toolbar 
didn’t  function  like  it  was  supposed 
to  and  we  were  simply  unable  to 
take  advantage  of  many  features, 
including  IVR  enhancements,”  explains  Yothers. 

Not  surprisingly,  Cadence  began  phase  II  of  its 
CRM  implementation  looking  for  a  partner  to  help  with 
the  upgrading  of  its  telephony  and  call  center  infrastruc¬ 
tures  as  well  the  enhancement  of  its  self-service  IVR 
application. 

According  to  Yothers,  Cadence  evaluated  several 
vendors,  choosing  Nortel  Networks  based  on  best 
price/performance,  ability  to  provide  improved  Com¬ 
puter  Telephony  Integration  (CTI)  integration  with 
Siebel’s  CRM  software  and  willingness  to  act  in  part¬ 
nership  with  Cadence. 


that  would  take  pride  of  ownership  with  their  product  and 
stick  around  to  feel  our  pain  if  things  took  a  wrong  turn. 
Nortel  worked  with  us  from  the  very  beginning  until  long 
after  we  went  live  with  phase  II  — they  were  just  like  a 
member  of  the  IT  staff  on  this  project,”  he  explains. 

And  nowhere  was  the  partnership  mentality  more 
apparent  than  in  the  need  to  provide 
improved  CTI  with  Siebel’s  solution. 
“Not  only  did  Nortel  deliver  on 
— we  have  a  fully- 
enabled  CTI  toolbar  with  Siebel 
6.3 — they  actually  trained  our  in- 
house  developers  and  worked 
together  with  them  to  implement 
the  final  product,”  says  Yothers.  “We 
are  extremely  happy  with  how  this 
turned  out.  Because  our  own  devel¬ 
opers  were  intimately  involved,  we 
were  not  left  feeling  as  if  something 
we  didn’t  know  or  understand  had 
been  placed  between  the  application 
and  our  network.  Nortel  really  part¬ 
nered  with  us;  it’s  one  of  the  chief 
reasons  our  CRM  implementation 
has  been  such  a  success.” 

As  primary  provider  for  phase  II,  Nortel  Networks 
has  helped  Cadence  upgrade  its  call  center  with  skill- 
based  routing,  including  Web  Client  browser-based 
administration;  added  Network  Control  Center  (NCC) 
to  manage  call  traffic  across  the  virtual  network;  upgrad¬ 
ed  the  IVR  system  to  Nortel  Networks  VPS/is;  and 
installed  Integration  Package  for  Meridian  Link  (IPML) 
for  tighter  integration  between  the  call  center  and  IVR. 

“Nortel’s  performance  with  this  upgrade  gave  us  the 
confidence  to  continue  our  partnership  with  them  as  we 
expand  our  contact  center  operations  globally,”  says 
Yothers. 


fifi 


NOT  ONLY  DID 


NORTEL  DELIVER  ON 
THE  INTEGRATION— 
WE  HAVE  A  FULLY- 

_ ENABLED  CTI _ 

_ TOOLBAR  WITH _ 

i— THEY 


ACTUALLY  TRAINED 

_ OUR  IN-HOUSE _ 

DEVELOPERS  AND 
WORKED  TOGETHER 

_ WITH  THEM  TO _ 

IMPLEMENT  THE _ 

_ FINAL  PRODUCT.” 


-Jack  Yothers,  Cadence  Design  Systems,  Inc. 


the  integration 


PARTNERSHIP  KEY  TO  SUCCESS 

“We  did  not  want  a  ‘consultant’,  we  wanted  a  real  part¬ 
ner  with  this  upgrade,”  says  Yothers.  “We  needed  a  vendor 


For  more  information,  contact 
www.nortelnetworks.com 
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your  company  from  any  channel — from 
website  to  call  center  to  sales  force  to 
marketing  brochure. 

“With  the  creation  of  a  warm  hand- 
off  process,  opportunity  can  be  passed 
directly  to  the  correct  department,”  says 
Michael  Koval,  vice  president  and  CIO 
at  Long  &  Foster  Cos.,  a  real  estate  serv¬ 
ices  provider  with  more  than  10,000 
sales  associates.  “Based  on  customer 
demands  and  expectation,  service  lines 
can  either  be  created  or  modified.  Basi¬ 
cally,  you  align  the  customer  demands  to 
your  product  offerings.” 

ACHIEVING  THIS  REQUIRES: 

■  Maintaining  the  quality  of  customer 
interactions  by  tracking  and  analyzing 
all  interactions  with  the  aim  of  refining 
and  improving  them  in  the  future; 

■  Acquiring  appropriate  knowledge 


about  customers  with  each  interaction; 
■  Integrating  customer  data  so  that  it’s 
as  complete  and  accurate  as  possible  and 
making  it  accessible  and  useable. 

Using  Oracle’s  E-Business  Suite  to 
update  its  ERP  system  and  add  CRM 
capabilities,  C-COR  dropped  days  sales 
outstanding  by  8  percent,  which  trans¬ 
lated  into  a  one-time  $3.7  million 
reduction  in  the  company’s  accounts 
receivable  balance.  The  firm  also  slashed 
engineering  change  order  process  time 
by  85  percent  and  cut  monthly  closing 
time  by  50  percent. 

IT’s  ROLE:  THE  IMPLEMENTERS 

“CRM  implementations  fail  because 
they’re  seen  as  only  an  IT  implemen¬ 
tations,”  says  Steve  Wright,  vice  pres¬ 
ident  of  CRM  deployment  at  IBM. 
“Without  changing  the  supporting 


processes  and  the  surrounding 
employee  behavior  and  culture,  driv¬ 
en  from  the  highest  executive  level, 
you  will  not  succeed.” 

IT  might  not  own  CRM,  but  it’s 
usually  responsible  for  the  care  and 
feeding  of  CRM  technologies  and 
solutions. 

Failed  CRM  projects  tend  to  lack 
customer-centric  strategy,  shun  organi¬ 
zational  change,  fail  to  benchmark  and 
don’t  keep  end-users  happy. 

Successful  CRM  efforts  share  these 
qualities: 

•  Customer-centric  strategies.  Cus¬ 
tomers  are  looking  for  added  value,  so 
figure  out  how  to  give  it  to  them. 
Using  PeopleSoft  CRM,  financial  serv¬ 
ices  consultant  Carreker  Corp.’s  ability 
to  identify  unmet  customer  needs  and 
then  cross-sell  and  up-sell  its  products 
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CRM  SOLUTIONS  HELP  DEVELOP  LONG-TERM,  PROFITABLE  CUSTOMER  RELATIONSHIPS 


re  you  looking  for  a  Customer  Relationship  Management 
(CRM)  solution  that  will  help: 

•  Optimize  your  marketing  dollars  across  all  communica¬ 
tion  channels? 

•  Enable  your  sales  representatives  to  drive  buying  deci¬ 
sions  and  increase  revenue? 

•  Ensure  your  support  and  serv¬ 
ice  organizations  are  providing  a  positive  cus¬ 
tomer  experience  with  every  interaction? 


DETERMINE  THE  REAL  VALUE  OF  EACH  OF  YOUR 
CUSTOMERS 

Today,  PeopleSoft’s  comprehensive,  award-winning  set  of  CRM  solutions  is 
helping  businesses  like  Pepsi  Americas,  Hewlett-Packard,  Lufthansa, 
Nextel,  Electrolux,  Toyota,  Time  Inc.,  NEC  and  DoCoMo  Systems  develop 
long-term,  profitable  customer  relationships. 

BEST-IN-CLASS  CRM  MODULES 

The  2003  InfoWorld  Reader’s  Choice  Award  for  ‘Best  CRM  Product’, 
PeopleSoft’s  CRM  solution  offers  speedy  implementation  (it’s  built  on 
PeopleSoft’s  Pure  Internet  Architecture™);  provides  support  for  smart 
business  processes  (embeds  real-time  analytics),  is  easy  to  use  (simplified 
navigation  and  user  interface  that  presents  information  in  context),  elimi¬ 
nates  costly  customization  (deep,  out-of-the-box  functionality)  and  inte¬ 
grates  easily  with  PeopleSoft  and  non-PeopleSoft  applications. 

These  solutions  help  companies  address  rising  customer  expectations, 


expand  globally  while  cutting  costs  and  improve  business  processes 
through  leading-edge  analytics.  For  example: 

•  PeopleSoft  Marketing  offers  personalized  dialogs,  advanced  customer 
profile  management  to  improve  audience  segmentation  and  real-time  ana¬ 
lytics,  including  “Smart  Views,”  best-of-breed  online  marketing,  robust 

event-triggers,  budget  and  task  workflow. 

•  PeopleSoft  Sales  module  offers  flexible  fore¬ 
casting  and  territory  management.  The  Advisor 
module  enables  real-time  evaluation  of  customer 
needs.  The  Enterprise  Pricer  supports  complex 
pricing  configuration.  Order  Capture  solutions  integrate  pricing,  customer 
and  order  information  into  a  single  product. 

•  PeopleSoft  Service  enables  organizations  to  create  and  run  a  successful, 
real-time  service  organization,  leverage  enterprise  knowledge  for  fast  and 
effective  service,  enable  a  multichannel  contact  center,  improve  agent  pro¬ 
ductivity  and  boost  revenue  by  capturing  cross-  and  up-sell  opportunities. 

What’s  more,  PeopleSoft  CRM  product  modules  can  be  combined  in  a 
number  of  ways  to  address  particular  business  challenges.  And,  in  addition 
to  a  complete  portfolio  of  marketing,  sales  and  service  solutions, 
PeopleSoft  also  offers  industry-specific  CRM  solutions  for  communica¬ 
tions,  energy,  government,  high  tech,  financial  services  and  insurance— as 
well  as  support  for  multiple  languages  and  currencies. 


For  more  information,  call  1-800-380-SOFT  (7638)  or  visit 
PeopleSoft  at  www.peoplesoft.com 


PeopleSoft. 
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Customers  are  an  investment. 
Maximize  your  return. 


PeopleSoft  Customer  Relationship  Management  lets  you  capitalize  on  every  customer  interaction 
across  your  enterprise. 

Only  PeopleSoft  CRM  is  fast  to  implement,  easy  to  use,  and  delivers  smart  business  processes  for  managing 
your  customer  relationships.  It  integrates  real-time  information  across  your  organization  to  help  determine  the 
most  profitable  ways  to  manage  customers.  Simply,  PeopleSoft  CRM  turns  every  point  of  customer  contact 
into  a  profit  opportunity.  Learn  more  by  visiting  us  at  www.peoplesoft.com/realtime  or  call  1-888-773-8277. 


PeopleSoft 


Customer  Relationship  Management 


.  Inc.  PeopleSoft 


imark  of  PeopleSoft.  Inc. 
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and  services  will  result  in  an  estimated 
10  percent  revenue  growth  with  no 
additional  employees. 

•  Careful  planning  and  bench¬ 
marking.  You’ll  need  realistic,  meas¬ 
urable  metrics — e.g.,  productivity 
increases,  faster  sales  cycles — that  sig¬ 
nal  revenue  growth  and/or  cost 
reductions.  And  you’ll  need  to 
benchmark  so  you  can  make  before  - 
and-after  comparisons. 

•  A  champion.  Sponsorship  from  the 
top  is  critical. 

•  Early  involvement  of  end-users 
and  designs  that  keep  them  happy. 

During  the  planning  phase,  do  more 
than  just  gather  project  require¬ 
ments — use  the  effort  as  an  opportu¬ 
nity  to  gather  project  support,  too. 
Anticipate  fear  of  change,  especially 


from  sales  staffs  who  want  to  preserve 
their  independence,  by  showing  end 
users  what  they’ll  gain — e.g.,  realtime 
access  to  customer  data,  easy  access  to 
accurate  product  inventories.  Make 
sure  the  CRM  user  interface  is  friend¬ 
ly  and  smoothly  navigable. 

•  Incremental  rollout.  One  approach 
is  to  define  a  small  number  of  small 
projects — each  needing  just  a  few 
months  to  implement — that  you  believe 
will  deliver  the  best  results. 

•  Willingness  to  make  organiza¬ 
tional  changes.  You  may  need  to 
redraw  functional  boundaries  and 
redesign  workflows.  For  many  organ¬ 
izations,  CRM  efforts  are  most  suc¬ 
cessful  when  they  involve  process 
change.  Carreker  Corp.  overhauled  its 
customer  support  call  center  with 


automated  workflow  and  improved 
processes  to  save  $200,000  per  year 
while  boosting  customer  satisfaction. 

“Traditional  internal  processes  tend 
to  be  silo-oriented,  driving  efficiency 
only  within  their  function,”  says  Peter 
Andino,  vice  president  of  global  sales 
and  technical  support  at  IBM.  “CRM 
doesn’t  work  in  silos.  Rather,  it  requires 
an  end-to-end  ‘horizontal’  view  of  the 
process  linkages.  When  the  hard  work 
of  process  re-engineering  is  not  done, 
your  CRM  system  is  going  to  be 
less  successful.” 

•  Training  for  those  whose  jobs  will 
change.  They’ll  need  more  than  just 
tech  training;  you’ll  need  to  explain  and 
justify  the  changes  you’re  imposing  on 
their  working  lives. 

•  Integration  of  data,  apps  and 

processes.  As  CXOs  seek  better  ways 
to  measure  and  assess  financial  and 
operation  performance  across  the 
enterprise,  CIOs  must  integrate — not 
just  data,  but  also  applications  and 
sometimes  even  business  processes. 
This  can  result  in  initiatives  that  link 
CRM  with  other  key  corporate  sys¬ 
tems,  such  as  enterprise  resource  plan¬ 
ning  (ERP),  enterprise  marketing 
management  (EMM),  supply  chain 
management  (SCM),  product  lifecycle 
management  (PLM)  and  service  life- 
cycle  management  (SLM). 

Canada  Post  Corp.,  Canada ’s  fifth 
largest  employer,  is  using  mySAP 
CRM  to  integrate  80  legacy  systems, 
increase  cross-selling  and  up-selling 
opportunities,  reduce  data  entry  and 
maintenance  costs,  deliver  superior 
customer  service  while  streamlining 
processes  and  increase  sales  force  effi¬ 
ciency.  The  company  expects  to  elimi¬ 
nate  26  percent  in  revenue  leakage  and 
projects  an  ROI  of  26  percent. 

“CRM,  by  its  nature,  calls  for  a 
companywide  focus,”  says  Andino. 
“Every  function  within  a  company 
needs  to  understand  its  role  in  creating 
customer  satisfaction.”  SD 


SELECTING  CRM  VENDORS:  SUITE  VS.  BEST-OF-BREED 

“Businesses  understand  much  better  now  what  information  technology  can  do  for  improv¬ 
ing  how  they  work  with  their  customers  and  partners,”  says  John  Wookey,  senior  vice  pres¬ 
ident,  applications  development,  at  Oracle  Corp.  “As  the  economy  rebounds,  more  and 
more  companies  will  return  CRM  to  the  top  of  their  shopping  lists  as  they  focus  on  har¬ 
nessing  customer  information,  wherever  it  may  lie  within  an  enterprise,  to  put  the  cus¬ 
tomer  at  the  center  of  their  businesses  and  maximize  the  value  of  their  networks  of  rela¬ 
tionships.” 

Whether  you  should  opt  for  a  CRM  suite  from  a  single  vendor  or  an  assortment  of  best- 
of-breed  applications  depends  on  the  complexity  of  your  implementation  as  well  as 
whether  you’ll  be  relying  on  systems  integrators  and/or  external  service  providers. 

Gevity  HR  has  implemented  several  Oracle  E-Business  Suite  components  with  impressive 
results:  27-percent  reduction  in  transaction  worktime,  a  doubling  of  payroll  staff  produc¬ 
tivity  in  18  months  and  a  6-percent  rise  in  client  retention. 

“There  are  40  to  50  different  types  of  solutions  that  fit  under  the  CRM  umbrella,”  says 
Laurie  McCabe,  vice  president  at  consultancy  Summit  Strategies.  “Some  vendors  cover  a 
lot  of  this  territory  in  a  suite  with  different  modules;  others  offer  very  specific  point  solu¬ 
tions.  There  are  trade-offs  in  either  approach,  but  make  sure  to  fully  understand  them  rel¬ 
ative  to  your  business’  own  unique  requirements.” 

Advises  Michael  Dunne,  vice  president  and  research  director  at  Gartner,  Inc.: 

•  Do  your  homework  and  follow  a  formal  evaluation  process. 

•  Remember:  you  are  not  just  buying  a  product,  but  also  relationships. 

•  Pay  attention  to  the  total  cost:  software  typically  represents  only  a  portion  of  your  total 
cost;  services  represent  the  greatest  risk  and  most  expensive  part  of  the  endeavor. 

•  In  this  uncertain  business  environment,  don’t  ignore  vendor  viability. 
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FRONT  OFFICE  AND  BACK: 

THE  OPERATIONAL  SIDE  OF  CRM 


ront-office  CRM  solutions 
focus  on  three  key  customer¬ 
facing  or  customer-oriented 
functions:  sales,  customer  serv¬ 
ice  and  marketing.  The  payoffs 
from  each  can  be  impressive. 

SALES  PAYOFFS 

When  sales  people  can  spend 
more  sales  time  w  ith  customers,  the  top 
line  benefits: 

SALES  FORCE  AUTOMATION.  After 
implementing  Siebel  eSales  and  Siebel 
Finance,  Robeco  Bank  Belgium  saw'  the 
number  of  customers  each  of  its  account 
managers  could  handle  jump  by  20. 

PERCENT.  Prior  to  its  2001  launch 
of  mySAP  CRM,  third-party  agents  for 
IPSOA,  a  leader  in  the  Italian  publishing 
market,  spent  approximately  35  percent 
of  their  available  selling  time  in  problem¬ 
solving  mode.  Today,  IPSOA  sales  agen¬ 
cies  conduct  an  average  of  1 .5  more  cus¬ 
tomer  visits  per  week,  and  agents’  selling 
time  has  increased  from  65  percent  to  75 
percent  of  overall  time. 

SALES  CONFIGURATION.  Thanks  to 
Siebel’s  eConfigurator,  Asyst  Technolo¬ 
gies,  maker  of  semiconductor  automa¬ 
tion  systems,  has  become  50  percent 
more  accurate  in  its  materials  inventory 
forecasting,  and  in  one  sales  group  the 
average  order  configuration  time  has 
dropped  from  25  days  to  two  days. 

ORDER  MANAGEMENT.  As  part  of  an 
integrated  provisioning  process  based  on 
Siebel  and  TIBCO  solutions,  Oklahoma- 
based  WitTel  Communications  has 
reduced  order  entry  errors  by  25  percent, 
enabling  it  to  reassign  12  employees.  The 


company  estimates  that  it’s  saved 
450,000  person-hours,  and  reductions  in 
paper  processing  alone  save  $10,000  per 
month.  Customer- requested  due  dates 
are  now  achieved  90  percent  of  the  time, 
up  from  40  percent,  which  has  helped  to 
raise  customer  satisfaction  levels  from  56 
percent  to  89  percent. 

SALES  PORTALS.  After  implementing 
a  portal  using  Siebel  CRM,  AMP 
Financial  Services  cut  the  time  needed 
to  route  leads  from  nearly  two  weeks  to 
just  30  minutes. 


E-TAILING.  Digital  Wellbeing,  a  major  e- 
business  for  UK  pharmacy  giant  Boots, 
is  using  mySAP  CRM  to  enhance  the  e- 
tailing  experience  for  its  health  and 
beauty  products  customers.  The  com¬ 
pany  expects  to  derive  a  72-percent 
internal  rate  of  return  from  its  mySAP 
CRM  initiative. 

CUSTOMER  SERVICE  PAYOFFS 

mySAP  CRM  is  helping  Brother  Inter¬ 
national  reduce  produet  returns  and 
anticipate  customer  needs.  The  leading 
manufacturer  of  fax,  printers  and  multi¬ 
function  products  projects  a  129-per- 


cent  ROI — and  calculates  that  the 
reduction  in  product  returns  will  save  it 
more  than  $1.6  million  annually. 

CALL  CENTERS.  Using  Nortel  Networks’ 
Symposium  Call  Center  has  enabled 
New  Zealand’s  APN  News  &  Media  to 
cut  call  handling  from  five  minutes  to  3.5 
minutes  and  to  reduce  time-on-hold  to 
one  minute  from  three-to-four  minutes. 
British  outsourcer  Vertex  has  reduced 
call  center  operational  costs  by  10-to-30 
percent  with  Symposium,  and  the  pro¬ 
ductivity'  of  its  home-based  employees 


has  climbed  13-to-16  percent. 

Since  1999,  when  it  deployed 
Siebel’s  Automotive  Call  Center,  Mit¬ 
subishi  Motors  North  America  has  boost¬ 
ed  call  center  volume  by  75  percent,  low¬ 
ered  per-call  costs  by  38  percent  and 
reduced  its  call-abandon  rate  by  8  percent. 
After  using  Siebel  Call  Center  to  stream¬ 
line  dozens  of  business  processes,  Asyst 
Technologies  reports  22,000  hours  in 
productivity  savings — and  cost  reductions 
of  $1.7  million — in  its  call  center. 

The  UK  city  of  Hull  has  used  Ora¬ 
cle  CRM  technology  to  implement  a 
multichannel  customer  service  center 


“CRM -ENABLING 


SHOULD  HELP  AN  ENTERPRISE 
ENHANCE  PERFORMANCE  IN  ALL 
...  THAT  MAKE  DOING 


BUSINESS  CONVENIENT  AND 


55 


-Roxann  Swanson,  general  manager,  customer  contact  and  self-service  solutions,  Nortel  Networks. 
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that  has  cut  lost  calls  from  14  percent  to 
one  percent,  raised  the  number  of  calls 
answered  from  57  percent  to  over  98 
percent,  and  saved  the  city  $190,000. 
SELF-SERVICE.  With  PeopleSoft  CRM, 
Carreker  Corp.  anticipates  savings  of 
$1.2  million  per  year  by  deploying  cus¬ 
tomer  self-service.  The  firm  has  reduced 
helpdesk  call  volume  by  90  percent; 
customer  support  headcount  is  down  by 
25  percent.  Ten  databases  have  been 
combined  into  one,  and  three  customer 
support  systems  have  been  consolidated 
for  a  savings  of  $450,000  per  year.  Car¬ 
reker  estimates  that  by  moving  just  10 
percent  of  its  customers  to  self-service, 
it  can  add  up  to  20  new  customers 
without  adding  staff. 

Taking  aim  at  its  heavy  email  vol¬ 
ume,  retailer  Eddie  Bauer  used  Kana  IQ 
to  add  self-service  capabilities  and  a  smart 
email  management  solution.  In  the  first 
month  of  deployment,  80  percent  of  cus¬ 
tomer  inquiries  were  handled  by  ‘Ask 
Eddie,’  Eddie  Bauer’s  self-service  appli¬ 
cation.  Today  all  email  inquiries  are 
answered  in  under  two  hours.  The  first 
company  of  any  kind  in  Israel  to  adopt  a 
comprehensive,  automated,  intelligent 
self-service  solution  into  its  call  centers, 
Bank  Leumi’s  successful  deployment  of 
Kana  IQ  has  resulted  in  training  cost  sav¬ 
ings  of  66  percent  as  well  as  a  1 7  percent 
boost  in  call  avoidance. 

FIELD  SERVICE  AUTOMATION  (FSA).  Stor¬ 
age  networking  solutions  provider 
CNT’s  field  engineers  have  realized  an 
estimated  1,800  hours  of  productivity 
savings  after  deploying  Siebel  Field  Ser¬ 
vice  automation. 

MARKETING  PAYOFFS 

Aegis  Communications  Group  uses 
PeopleSoft  CRM  to  reduce  the  time  it 
takes  to  develop  telemarketing  scripts 
from  a  week  to  a  couple  of  days.  Result: 
marketing  programs  are  developed  and 
executed  50  percent  faster. 

Hewlett-Packard  Corp.  is  using 


Kana  Marketing  to  dynamically  select  the 
most  appropriate  channel  partner  to  fol¬ 
low  up  each  lead,  and  to  manage  and  fol¬ 
low  up  leads  in  real  time,  thus  increasing 
die  effectiveness  of  indirect  sales  channels 
and  priority- direct  sales.  Result:  direct 
sales  revenue  has  increased  by  250  per¬ 
cent  in  the  first  six  months  and  channel 
switching  is  down  by  50  percent. 

BRINGING  IT  TOGETHER 

“CRM-enabling  technologies  should 
help  an  enterprise  enhance  performance 
in  all  areas — sales,  marketing  and  cus¬ 
tomer  service — that  make  doing  busi¬ 
ness  convenient  and  effortless,”  says 
Roxann  Swanson,  general  manager,  cus- 


CCORDING  TO  AN  IDC 
study,  organizations  that  have 
successfully  implemented 
analytic  applications  have 
seen  returns  stretching  from 
17  percent  to  more  than 
2000  percent;  the  study 
found  a  median  return  on 
investment  (ROI)  of  112  percent. 

That’s  because  business  intelli¬ 
gence  tools  and  analytics  solutions 
help  them  achieve  insight  into  cus¬ 
tomer  behavior  and  values  and  use 
this  information  to  holistically  manage 
marketing  performance.  The  paybacks 
can  be  significant: 

In  2002,  GlaxoSmithKline  AG 
upgraded  its  database  and  business 


tomer  contact  and  self-service  solutions 
at  Nortel  Networks. 

“To  maximize  effectiveness,”  she 
adds,  “these  technologies  must  also 
embrace  the  cornerstone  of  customer 
interactions — contact  centers  and  self- 
service  applications — which  need  to  be 
integrated  seamlessly  with  face-to-face 
interactions  and  unified  with  CRM  and 
other  business  applications  to  create 
measurable  and  manageable  business 
operations.  Then  an  enterprise  is  able  to 
take  the  customer’s  point  of  view,  to  keep 
learning  about  individual  customers  and 
to  use  this  knowledge  to  creatively  dif¬ 
ferentiate  an  individual  offer  to  strength¬ 
en  customer  loyalty.”  SD 


intelligence  toolset,  opting  for  Ora¬ 
cle’s  Warehouse  Builder,  Sales  Ana¬ 
lyzer,  Reports  and  Portal.  Now  the 
pharmaceutical  company  can  collect 
business-critical  information  in  real 
time  and  compare  its  performance  to 
competitors’,  using  the  knowledge  to 
figure  which  products  are  most  prof¬ 
itable.  Result:  report  generation 
times  has  been  cut  from  four  hours 
to  seconds,  ETL  (extract-transform- 
and-load)  time  needed  to  clean  the 
data  has  shrunk  from  18  hours  to  30 
minutes,  administration  costs  have 
been  reduced  by  50  percent  and 
forecasting  time  is  expected  to  go 
down  70  percent. 

The  Bank  of  Montreal  uses  IBM’s 
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2004  Strategic  Directions  Series 

Strategic  Directions  supplements  focus  on  key  business-critical  technologies  and  solutions  with  in-depth,  compre¬ 
hensive  coverage,  analysis  and  market  data.  Produced  by  CXO  Custom  Publishing,  and  distributed  full  run  in  CIO 
and  CSO  magazines,  each  issue  addresses  key  concerns  and  trends  with  tools,  tips  and  insight  from  industry  experts 
and  relevant  case  studies  from  the  field. 
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Publishing  Strategic  Directions 
Supplements,  contact  Mary 
Gregory,  Director  of  Custom 
Publishing  at  508.988.6765  or 
mgregory@cxo.com  or  John 
Danielowich,  Project  Manager 
at  508.988.6775  or 
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Secure  Networks:  How  to  Ensure  that  Your 
Business  is  Protected  from  the  Outside  In 

Since  9/11,  enterprises  have  done  a  good  job  reassessing  and  protecting  their 
internal  information  assets.  But  what  about  the  networks  that  connect  with 
external  partners,  customers  and  employees?  Who  is  monitoring  and  secur¬ 
ing  these  connections— and  ensuring  that  they  are  equally  protected  from 
external  threats?  This  supplement  tackles  the  security,  recovery  and  business 
continuity  issues  that  CIOs  face  as  they  strive  to  protect  their  critical  infor¬ 
mation  networks. 

The  integration  imperative:  Leveraging  Legacy 
Systems  to  Create  New  Value 

We  all  have  legacy  systems  running  key  business  operations  today.  But  how 
can  these  legacy  systems  be  integrated  in  new  ways,  using  new  technologies, 
to  drive  new  value  in  our  enterprises?  This  supplement  explores  key  integra¬ 
tion  issues— how  to  unite  disparate  systems,  how  to  anticipate  integration 
challenges— as  well  as  the  key  solutions  that  come  with  trying  to  get  the  most 
out  of  integrated  legacy  systems. 

Business  Intelligence  IQ:  A  User’s  Guide 

We've  all  come  to  understand  the  value  of  business  intelligence  (Bl)  and  the 
role  it  plays  in  ensuring  that  we  pay  attention  to  the  right  concerns  and  cus¬ 
tomers.  But  how  do  you  know  whether  you’ve  got  the  systems  in  place  to 
uncover  the  right  Bl?  And  how  do  you  know  you’re  taking  full  advantage  of  this 
information  to  make  smart,  informed  business  decisions?  This  supplement 
explores  how  to  measure  and  maximize  Bl— including  the  latest  tools  & 
methodologies. 

ROI  of  Storage:  Strategies  for  Success 
In  2003,  we  gave  you  New  Storage  Solutions— strategies  for  effective  data 
and  storage  management.  This  year,  we  aim  to  share  some  strategies  and 
solutions  to  ensure  that  you  maximize  the  dollars  you  spend  on  storage  man¬ 
agement,  including;  cost-effective  techniques  and  tools,  storage  management 
plans  and  calculating  the  ROI  from  storage  solutions. 
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THE  B 0 1  OF  CRN  I  ANALYTICS  &  BI 


DB2  and  Information  Warehouse 
software  to  analyze  the  data  it  gath¬ 
ers  on  several  million  customers  to 
help  decide  product  pricing,  channel 
migration,  resource  planning,  etc. 
The  bank  expects  to  save  more  than 
$270  million  in  four  years  and 
anticipates  a  shift  to  realtime  analysis 
in  a  couple  of  years. 

Using  BI  software  from  Brio, 
Toyota  Motor  Sales  USA  has  reduced 
its  vehicle  transport  time  from  36.5 
days  to  17.5  days,  saving  millions. 
And  significant  reductions  in  time 
needed  for  reporting  and  analysis — 
thanks  to  automated  exceptions- 
based  reporting — has  enabled  Toyota 
to  reassign  five  analysts  to  other  tasks. 
It’s  all  added  up  to  an  annual  ROI  of 
605  percent. 


_ “MOST _ 

COMPANIES 

MAKE  THE _ 

_ MISTAKE  BY _ 

_ THINKING  OF 

CRM  ANALYTICS 

_ AS  AN _ 

AFTERTHOUGHT.” 

-Joe  Davis,  vice  president  and  general  manager, 
PeopleSoft  CRM. 

ANALYTICS  EMBEDDED 

“Most  companies  make  the  mistake 
by  thinking  of  CRM  analytics  as  an 
afterthought,”  says  Joe  Davis,  vice 
president  and  general  manager,  Peo¬ 
pleSoft  CRM.  “Analytics  should  be 


embedded  into  the  application,  thus 
enabling  intelligent  processes  and 
decreasing  the  complexity  of  analyt¬ 
ic  systems.” 

To  get  started,  advises  Davis, 
focus  on: 

■  Understanding  the  specific  pro¬ 
cesses  that  your  organization  has 
automated,  and  use  analytics  to 
identify  the  areas  that  are  having 
the  most  impact  on  the  business. 

■  The  key  customer  metrics  that  drive 
your  organization’s  business. 

■  How  to  distribute  the  insights  to 
the  appropriate  users,  in  the  appro¬ 
priate  format,  within  their  business 
processes. 

“Organizations  that  understand 
their  users,  and  their  users’  needs,”  says 
Davis,  “will  ensure  analytic  success.” 


CASE  STUDY 


nderwriters  Laboratories  Inc.  (UL),  the  independent,  not- 
for-profit  safety  organization,  serves  more  than  66,000 
customers  in  99  countries.  To  stay  close  to  its  customers, 
Chicago-based  UL  operates  55  laboratories  and  test¬ 
ing  and  certification  facilities 
around  the  world.  But  until 
recently,  the  company  had  a  hard  time  coordinat¬ 
ing  customer  service  and  sales  activities  between 
the  different  branches. 

GAINING  A  COMPLETE  CUSTOMER  PICTURE 

All  that  changed  when  UL  began  implementing  Oracle  E-Business  Suite,  a 
tightly  integrated  set  of  enterprise  applications  that  seamlessly  connects 
UL  offices  worldwide.  Using  the  suite’s  advanced  CRM  applications,  UL  is 
boosting  operational  efficiency  and  taking  advantage  of  a  host  of  new  sales 
and  customer  service  opportunities. 

"We  needed  a  solution  that  enabled  us  to  capture  much  more  information 
about  each  customer  and  share  that  information  globally,”  says  Gary 
Schrempp,  UL’s  director  of  business  transformation. 

LOWER  TCO  WITH  BUILT-IN  INTEGRATION 

UL  especially  likes  the  fact  that  Oracle  E-Business  Suite  applications  are 
engineered  to  work  together  as  a  unit.  Oracle’s  built-in  integration  also  low¬ 


ers  UL’s  total  cost  of  ownership— a  big  plus.  Implementing  competing  solu¬ 
tions  would  have  required  UL  to  build  and  maintain  an  interface  between 
them— a  costly  and  time-consuming  add-on. 

NEW  PROCESSES  BRING  RELIEF 

UL  is  using  Oracle  Interaction  Center  (also  part  of 
Oracle  E-Business  Suite)  to  fundamentally  change 
its  customer  service  processes. 

“We  can  take  as  much  as  40  percent  of  the  workload  off  of  our  technical 
staff,”  says  Schrempp,  “and  focus  our  engineering  staff  on  true  engineer¬ 
ing  work,  which  will  get  us  better  responsiveness.  We  are  expecting  to  see 
improved  service  to  all  our  customers.” 

MORE  OPTIONS  FOR  SMALL  CUSTOMERS 

Small  customers  will  be  able  to  get  information,  order  any  needed 
information  products  and  even  apply  for  testing  services  via  UL’s  new 
online  storefront  built  using  Oracle  iStore.  Schrempp  believes  that  a 
convenient,  channel-like  Oracle  iStore  will  better  suit  many  customers’ 
needs  “and  suit  our  needs  better,  too,  in  terms  of  efficiency  and  clos¬ 
ing  the  sale.” 


For  more  information  about  Oracle  E-Business  Suite  and  other 
Oracle  CRM  applications,  please  visit  www.oracle.com. 


14STRATE6IC  DIRECTIONS 


CIO  ADVERTISING  SUPPLEMENT 


THE  R 0 1  OF  CRN  IMPLEMENTATION 


ibh 

ITS 

ill 

n 

ERI 

ML,  l 

con 

(PAN 

YW 

ID 

IE 

CF 

MV 

11 

n 

Ml 

NS 

F 

OF 

IMA 

III 

Dl 

N 

IBM’s  CRM  initiative  is  one  of  the  largest  to  date. 
When  completed  in  2005,  IBM’s  hundreds  of  thou¬ 
sands  of  customers,  employees  and  partners  will 
have  a  single,  integrated  view  of  customer  informa¬ 
tion,  sharable  across  applications,  time  zones,  busi¬ 
ness  units,  etc. 

IBM  is  using  Siebel  Systems’  eBusiness  applica¬ 
tions  (more  than  80,000  licenses  have  been  pur¬ 
chased),  IBM’s  DB2  database,  WebSphere  e-busi¬ 
ness  infrastructure  software,  MQSeries  messaging 
software  and  a  combination  of  IBM  eServer  pSeries  sys¬ 
tems  coupled  with  an  enterprise  storage  server  (sometimes 
known  as  Shark). 

WHY  DO  IT? 

IBM’s  overall  goal,  says  Peter  Andino,  vice  president,  global 
sales  operations  and  technical  support,  is  to  ensure  that  each 
and  every  customer  interaction  is  handled  with  the  same 
degree  of  excellence  using  the  same  tools  and  data  across  all 
IBM  geographies  and  sales  channels.  This  will  improve  cus¬ 
tomer  satisfaction  and  encourage  collaboration  among 
employees  and  business  units.  The  company  will  also  reduce 
the  number  of  internally  supported  IT  systems  from  about 
800  in  1997  to  less  than  200  by  2006. 

WHERE  TO  BEGIN? 

According  to  Vince  Ostrosky,  vice  president,  CRM,  the  ini¬ 
tiative  started  with  a  companywide  look  at  how  its  organiza¬ 
tion  and  processes  supported  (or  didn’t  support)  its  cus¬ 
tomers.  The  point  was  to  evaluate  the  effectiveness  of  each 
process  by  asking:  “Is  the  way  we  do  this  now  the  right  way, 
the  best  way  to  support  the  customer?” 

WHAT’S  THE  PLAN? 

IBM  began  with  “a  careful,  measured”  initial  rollout  of 
Siebel’s  call  center  package  to  26  ibm.com  call  centers.  As 
of  October  2003,  the  system  has  been  deployed  in  47 
ibm.com  call  centers  in  32  countries.  Now  the  company 
is  tackling  marketing  and  field  sales  and  services;  by  the 
end  of  2003,  IBM  will  have  “CRM-ed”  over  40,000 
employees  in  47  countries. 


WHAT’S  BEEN  LEARNED  SO  FAR? 

Among  the  key  lessons  gleaned  so  far,  say  Ostrosky  and  Andino: 

■  You  need  genuine  support  from  the  top.  And  make  sure 
you  have  the  support  of  the  executive  sales  team. 

■  You  must  be  able  to  say  no.  To  deliver  a  truly  enter¬ 
prisewide  CRM  solution,  CIOs  have  to  be  firm  and  just 
say  no  to  any  request  for  separate  CRM  solutions. 

■  CRM  is  not  just  an  exercise  for  IT.  Without  the  coop¬ 
eration  of  each  business  unit,  an  enterprisewide  imple¬ 
mentation  like  CRM  is  not  possible.  Data  integration  is  key. 

■  Data  is  dirtier  than  you  believe.  Yes,  says  IBM,  what 
you  feared  is  true:  your  data  is  in  much  worse  condi¬ 
tion  than  you  thought.  If  you  want  the  full  benefit  of 
your  investment  in  CRM,  start  thinking  about  how  to 
clean  it  up  now. 

■  Think  about  the  training.  You  cannot  pull  frontline  peo¬ 
ple  off  their  posts  and  stick  them  in  training  for  weeks  at  a 
time;  the  business  units  can’t  afford  to  lose  the  man-hours. 

WHAT  ABOUT  THE  BENEFITS? 

IBM  keeps  ROI  particulars  to  itself,  but  they’re  substantial 

and  focused  on: 

■  Improved  sales  productivity,  effectiveness  and  channel 
integration; 

■  Increased  visibility  to  market  dynamics  and  the  sunsetting 
of  hundreds  of  non-integrated  legacy  applications; 

■  Higher  customer  satisfaction  through  better  responsive¬ 
ness  and  ease  of  doing  business; 

■  Improved  sales  management  effectiveness,  reflected  in  tighter 
management  and  controls  and  proactive  sales  coaching; 

■  Better  forecast  accuracy  and  reporting; 

■  Enhanced  partnership  management. 
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More  than  70  million  monthly  visitors  look  for  their  past 

with  the  IT  infrastructure  of  the  future: 


red  hat. 


HP  Adaptive  Enterprise  Solutions, 
Red  Hat  Enterprise  Linux, 
and  Oracle  Database. 


oracle.com/hp 
or  call  1.800.633.0753 


Copyright  ©  2003,  Oracle  Corporation.  All  rights  reserved.  Oracle  is  a  registered  trademark  of  Oracle  Corporation  and/or  its  affiliates.  Other  names  may  be  trademarks  of  their  respective  owners. 


CIO  Perspectives  Conference 

April  18  -  20, 2004  La  Costa  Resort  &  Spa  Carlsbad,  California 

Spend  a  few  thought-provoking  and  enlightening  days  with  your  CIO  peers. 


Mastering  the  Politics,  Policies  and  Technologies 


The  high-performance,  technology-enabled,  global,  seamless  and 
secure  organization:  that’s  the  goal  of  every  CIO.  Over  the  past  few 
years,  hardware  and  network/telecom  costs  have  lowered  considerably,  and  the 
enterprise  software  industry  continues  to  mature.  We’ve  spent  considerable  time  and 
money  re-engineering  and  streamlining  business  processes,  “right-sizing”  our  staff 
and  organizations,  leveraging  our  customer  information  and  analyzing  our  vulnerabili¬ 
ties.  But  we're  still  not  there.  We  haven’t  won  the  IT  value  argument  with  management, 
and  our  users  continue  to  give  us  low  marks.  So,  what’s  holding  us  back?  We’ll  exam¬ 
ine  the  roadblocks  that  internal  and  external  politics,  policies  and 
technologies  are  throwing  at  us,  and  learn  what  actions  we  can 
take— individually  and  collectively— to  overcome  them. 


Discussion  topics  include: 

•  Standards:  What  are  the  high  stakes  battles  and  how  will  the  outcome 
shape  products  and  services? 

•  Open  source:  Is  the  current  litigious  environment  seriously  hurting  the 
adoption  of  Linux? 

•  Software  quality:  The  complaints  about  the  overall  lack  of  quality  of 
major  commercial  software  are  endless.  What  can  and  is  being  done  to 
make  it  better? 


Powerful  Insights. 
Actionable  Ideas. 
Great  Networking. 

Call  800.366.0246  or  visit 
www.cio.com/conferences 


•  Technology  fear  factor:  Are  we  stifling  innovative  products  and  services 
because  CIOs  are  afraid  to  buy  from  small  firms  and  start-ups? 

•  Reality  bites:  Many  enterprise  applications  turn  into  major  disappoint¬ 
ments,  if  not  disasters.  Were  they  over-hyped?  Were  our  expectations 
unrealistic?  What  separates  winners  from  losers? 


To  be  eligible  for  CIO  Perspectives  Conference  attendance,  you  must  be  a  The  Resource  for 

CIO  or  executive-level  IT  practitioner  or  a  participating  corporate  sponsor.  Information  Executives 


Website  Redesign 


Is  your  website  easy  for  Maude  to  use?  Or,  for  that  matter, 
Tiffany  or  Raul?  Here’s  how  to  sync  up  your  website  with 
your  audience,  by  meridith  levinson 


Reader  ROI 

►  Why  the  audience  should 
drive  website  design 

►  How  to  turn  user  research 
into  persona-based  design 

►  Where  to  see  the  results  of 
customized  design— in 
completed  shopping  carts 
and  increased  orders 


it  comes  to  website  look,  feel  and  functionality, 
many  companies  have  let  technology,  develop¬ 
ment  tools  and  hunches  do  the  driving  rather  than  data  about 
customers’  needs.  But  with  e-commerce  maturing,  some  B2C  (and 
B2B)  sites  have  become  overloaded  with  information  leading  to 
confused  navigation,  grandfathered  dead  ends  and,  ultimately, 
frustrated  end  users.  Worse,  the  site  might  be  playing  to  the  wrong 
audience,  especially  if  your  business  model  has  changed  or  your 
audience  has  matured.  If  it’s  time  to  update  your  website, 
“persona-based  design”  can  put  customers — rather  than  servers, 


GIFs  or  programming  languages — at  the  cen¬ 
ter  of  discussions  on  designing  user  interfaces. 

With  persona-based  design,  ethnographic 
researchers  study  the  behavior  of  current 
and  potential  customers  by  conducting  inter¬ 
views  with  them  and  by  observing  not  only 
their  use  of  the  website  but  their  daily  rou¬ 
tines.  Based  on  these  findings,  research, 
design  and  development  teams  draw  up  any¬ 
where  from  two  to  five  different  character 
sketches — known  as  personas — which  rep¬ 
resent  basic  types  of  customers. 

When  Medco  Health  Solutions  undertook 
a  redesign  of  its  website,  Medcohealth.com, 


in  2002,  the  pharmacy  benefits  manager 
hired  a  Web  design  company  that  employed 
the  persona-based  methodology  to  gear  the 
site  toward  an  aging  population  and  to 
untangle  its  labyrinthine  taxonomy.  Steve 
Gold,  the  former  CIO  of  the  Franklin  Lakes, 
N.J. -based  company,  says  he  saw  persona- 
based  design  as  a  way  to  bring  end  users  to 
life  for  the  digital  design  group  and  pertinent 
business  units.  “We  wanted  the  developers 
and  workgroups  to  have  empathy  for  the 
individuals  they  were  building  the  software 
systems  for,  having  them  rally  around  some¬ 
body  tangible  as  opposed  to  just  building  a 
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In  Medco  Health’s  persona-based  design,  characters  based  on  audience  research  (such  as  the 
four  below)  influence  everything  from  font  and  type  size  to  product-ordering  architecture 


Name: 

Maude  Baruso 

Age:  75 

Ailments: 

Glaucoma, 
arthritis 

Degree  of  Web  savviness:  Low 

«  DESIGN  CONSIDERATIONS: 

Provide  large,  easy-to-read  fonts; 
clear,  definitive  color  contrasts; 
large  buttons;  plain  language. 
Streamline  processes  for  order¬ 
ing  prescriptions.  Provide  clear 
directions. 


Name: 

Frank  Anderson 

Age:  63 

Ailments:  Heart 
disease,  high 
blood  pressure, 
high  cholesterol 

Degree  of  Web  savviness:  Low 

DESIGN  CONSIDERATIONS: 

Find  ways  to  motivate  him  to  take 
his  medications;  explain  processes 
using  plain  language;  provide  info 
on  medical  conditions. 


Name: 

Sandra  Reizler 

Age:  56 

Ailments: 

Osteoporosis 

Degree  of  Web 
savviness:  High 

DESIGN  CONSIDERATIONS: 

Provide  people  like  Sandra,  who 
care  for  themselves  as  well  as 
another  person,  with  online  tools 
to  manage  all  their  prescriptions. 


Name: 

Chris  Bell 

Age:  33 

Ailments: 

Diabetes 

Degree  of  Web 
savviness:  High 

DESIGN  CONSIDERATIONS: 

Provide  customers  like  Chris  with 
information  about  his  condition 
and  new  treatments;  make  order¬ 
ing  prescriptions  fast  and  efficient. 

1 


medcohealth 


Register  today  to: 

^ Order  prescriptions 
and  check  the  status  of  your  order 
^ Price  and  compare 
brand-name  and  generic  medications 
^Access  valuable  health  and  medication 
information 


Secure  and  convenient  prescription 
management. 

Log  in  securely  for  quick  access  to  yc 

e-mail 


password  ["" 


(a) 


c 


register  now 


J 


Forgot  your  password? 

Latest  news 

First  time  generic  approved  for  Paxilfft 
Prilosec  PTC™  is  available  for  treatment  of  h 


medcohealth.com” 


■  My  Pogo  Pri-unphont 

Health  A  Well  nett  '  Benohls 

Tho 

W Ucom*  to  mnrcfcmmko.  com* 

|  Choose  a  feature 

3® 


BEFORE 


Medcohealth. corn’s 
homepage  was  cluttered 
with  small  type,  making 
it  hard  for  users  (espe¬ 
cially  the  elderly)  to  find 
information— instead 
they  called  the  help  desk. 


welcome  to  medcohealth 

UvrHftwHI 

auiBXtvpt 


# 


P  privacy  policy  a 


g  *rw, 

£  htahh.tffttitt  and  rnatfr-al  twalLtwmi 


Highlights 


AFTER 


Today,  the  fonts  are 
large,  there’s  plenty  of 
white  space  to  navigate 
around,  and  buttons  and 
tabs  are  easier  to  see. 


P 


Pr««  mutton  Baft  /howwl 

PrmcrtBtttn  Qnhr  Itaha 

MalStcacafariH 


Hcrtco  Health 
#1  in  customer 
satisfaction  tor 


■fits 


ns 


]  Prescriptions  &  benefits  1  Hea,th  &  v 


W  My  Cort/Oediouf 


My  Fioft*  I h*  of  information  Contort  U* 


Drug  information 


i>  Search  for  medication  informatic 

Enter  a  minimum  of  the  first  three  It 


Chris  Bell,  represent¬ 
ing  the  savvy  Web  user, 
would  appreciate  the 
sophistication  of  the 
drug  information  and 
ordering  pages. 


Home  delivery  prescriptions  you  can  order  today 


Check  the  box  next  to  the  prescriptions  you  want  to  order,  then  click  the  "add  to  shopping  cart" 
button  below. 

Display  details  for  each  prescription  • — 


Chris 

f  Humulin  U  Ultralente  100  units/mL 

Refill  now 

remove  from  list 

Rx#  1234S6789012 

Will  process  on  Oct  17,  2003 

Renew  now 

r  Metoprolol  Tabs  50mg 

remove  from  list 

Rx#  123456789222 

We  will  contact  vour  doctor 

NOTE:  Like  the  personas  used  to  create  Medco  Health's 
website,  the  webpages  shown  here  are  fictitious. 
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Website  Redesign 


website  in  a  vacuum,  which  is  the  more  con¬ 
ventional  way  of  doing  it.” 

Working  with  Cooper,  a  San  Francisco- 
based  Web  company  that  developed  the 
persona-based  methodology,  Medco  Health 
designers  created  four  fictional  characters 
whose  lives  and  ailments  were  based  on 
their  own  research  as  well  as  real  people 
Cooper  interviewed.  They  used  these  char¬ 
acters  to  guide  the  redesign  of  Medco- 
health.com  and  invoked  them  during 
meetings  or  alone  in  their  cubicles  when 
hashing  out  the  layout  of  the  new  site.  By 
focusing  their  redesign  efforts  on  a  particu¬ 
lar  demographic  and  by  conducting  in-depth 
research  into  this  segment’s  lifestyles,  health 
issues  and  Web  literacy,  Medco  Health  was 
able  to  create  a  website  that  met  its  users’ 
needs — without  disagreements  based  on  gut 
feelings  about  what  customers  wanted  and 
needed.  Because  the  site  was  so  well  attuned 
to  the  reasons  why  customers  visited,  the 
company  was  also  able  to  minimize  the 
number  of  costly  changes  it  had  to  make  to 
the  site  after  actual  users  tested  it. 

Did  it  work?  Since  the  redesign,  Medco 
Health  has  increased  the  number  of  pre¬ 
scriptions  it  processes  through  its  website  by 
26  percent  and  has  boosted  online  sales. 

What  follows  are  Medcohealth. corn’s 
steps  through  persona-based  design  to  ensure 
that  the  new  site  would  meet  customers’ 
needs  and  be  easy  for  them  to  use.  It’s  a  for¬ 
mula  that  will  work,  whether  you’re  trying 
to  reach  Maude — or  a  Tiffany  or  a  Raul. 


LOST  IN  SPACE 

1  Define  the  problem.  According  to 
ComScore  Media  Metrix,  Medco¬ 
health. com  is  one  of  the  largest 
e-commerce  sites,  but  in  the  five  years  it  was 
live  before  the  redesign,  it  had  become  so 
loaded  with  bells  and  whistles  that  con¬ 
sumers  could  no  longer  quickly  and  easily 
find  what  they  were  looking  for.  Users  had 
such  a  hard  time  locating  information  about 
their  prescriptions  on  the  site  that  they 


began  contacting  the  help  desk  for  assis¬ 
tance.  The  number  of  abandoned  shopping 
carts  was  rising.  But  Medco  Health  really 
wanted  users  to  order  through  the  site — the 
cost  of  processing  orders  through  a  call  cen¬ 
ter  ranges  in  the  dollars  versus  cents  for  the 
Web,  according  to  former  CIO  Gold. 

The  average  age  of  a  Medcohealth.com 
user  is  54  (and  not  getting  any  younger). 


sona-based  design.  Cooper  extensively  inter¬ 
viewed  approximately  40  people,  identified 
by  several  market  research  firms  around  the 
country  as  typical  Medco  Health  customers, 
about  their  privacy  concerns  and  the  reasons 
why  they  did  or  did  not  order  prescriptions 
online.  The  research  team  also  observed  some 
of  these  individuals  on  the  Web  and  offline. 

“The  behavioral  data  that  serves  as  the 


By  conducting  in-depth  demographic 
research,  Medco  Health  created  a 
website  that  met  its  users’  needs— 
without  disagreements  based  on 
gut  fee  lings. 


Forty-four  percent  of  all  Medcohealth.com 
users  are  over  55.  And,  according  to  Gold, 
“they’re  the  folks  who  are  using  a  dispro¬ 
portionately  high  number  of  meds.  They  are 
our  most  valuable  customers.  That  puts  us 
in  a  situation  where  we  have  to  make  sure 
we’re  meeting  the  specific  needs  of  the  sen¬ 
ior  population.” 

Kim  Goodwin,  vice  president  and  general 
manager  of  Cooper,  who  worked  on  the 
Medcohealth.com  redesign,  summed  the  site 
up  as  a  little  overwhelming.  “Before  the 
redesign,  there  were  a  lot  of  very  small,  very 
dense  fonts  that  [even]  I  had  a  hard  time 
reading,  and  I’m  not  65  or  even  close,”  she 
says.  “There  was  a  lot  of  fairly  low  contrast 
in  colors.  There  were  a  lot  of  ways  to  get 
from  one  place  to  another,  a  lot  of  redundant 
navigation.  It  was  pretty  easy  to  get  lost.” 

2  Gather  the  data.  Web  design  experts 
agree  that  intimately  understanding 
the  characteristics  and  behavioral 
qualities  of  your  most  important  constituency 
is  an  efficient  and  effective  way  to  design  your 
website.  And  that’s  the  starting  point  for  per¬ 


foundation  of  the  personas  is  what  really 
makes  them  work,”  says  Goodwin.  While 
you  could  create  personas  out  of  whole 
cloth,  they  won’t  carry  the  same  weight,  she 
adds,  and  they  wouldn’t  accurately  reflect 
your  users. 

3  Develop  the  personas.  After  con¬ 
ducting  the  field  research  in  October 
2001,  the  team  from  Cooper  aggre¬ 
gated  that  data  about  the  different  cus¬ 
tomers,  their  illnesses  and  behavioral 
patterns  to  shape  it  into  individual  personas 
or  character  sketches  that  represented  four 
basic  types  of  customers,  their  needs  and 
behaviors.  Each  persona  was  given  an 
approximately  500- word  life  story  to  help 
create  an  emotional  bond  between  the  devel¬ 
opers  and  the  people  for  whom  they  were 
redesigning  the  site. 

As  Goodwin  says,  the  purpose  of  the  per¬ 
sonas  is  “to  get  everyone  thinking  in  a  uni¬ 
fied  way  from  a  user’s  perspective.”  She  says 
most  companies  gather  their  marketing  and 
Web  teams  in  a  conference  room  and  argue 
about  what  users  want.  Sometimes  they  have 
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data  to  substantiate  their  claims,  but  it’s  usu¬ 
ally  based  on  dubious  research  or  intuition. 
Companies  that  take  that  kind  of  disorgan¬ 
ized  approach  “do  version  1.2  and  1.3  and 
1.4,”  she  says.  “They  keep  trying  to  get  it 
right,  and  it  costs  them  a  fortune.  It  also  costs 
them  a  market  opportunity.  Someone  else 
probably  figured  it  out  while  they  were  iter¬ 
ating.  By  using  the  personas,  you  cut  through 
all  that.”  In  fact,  she  says,  clients  have  told 
her  they’ve  cut  development  time  by  as  much 
as  half  using  persona-based  design. 

Harley  Manning,  a  principal  analyst  with 
Forrester  Research  who  studies  software  and 
Web  user  interface  design,  concurs.  “By 
focusing  everyone  on  the  same  understand¬ 
ing  of  who  they’re  designing  for,  you  elimi¬ 
nate  a  lot  of  the  battles  that  occur  over  what 
should  be  on  the  homepage,”  he  says. 

4  Meet  and  greet.  Once  the  personas 
were  drawn  up,  everyone  on  the 
redesign  team  gathered  in  Medco 
Health’s  cafeteria  to  “meet”  Maude  Baruso, 
Frank  Anderson,  Chris  Bell  and  Sandra  Rei- 
zler.  The  company’s  Senior  Director  of  E- 
Commerce  Marketing  Vicente  Caride  and 
his  colleague  on  Medco’s  business  side,  Amy 
Foley,  came  up  with  the  idea  to  have  differ¬ 
ent  people  on  the  team  pretend  to  be  the 
various  characters.  One  man  donned  a 
cardigan  and  wig  to  pretend  he  was  Maude, 
acting  out  a  script  that  was  designed  to 
introduce  the  rest  of  the  team  to  Maude  and 
her  needs.  A  pop  quiz — “Who  takes  Cele¬ 
brex  twice  a  day  for  arthritis  of  the  hands 
and  hips”  and  “True  or  False:  Sandra  uses  a 
computer  at  home  and  in  the  office” — made 
sure  that  everyone  involved  knew  the  per¬ 
sonas  intimately. 

Caride  says  this  exercise  was  done  early 
on  in  the  redesign  process,  in  November 
2001,  before  they  had  even  started  proto¬ 
typing,  so  that  designers  would  have  time  to 
steep  in  the  personalities  of  Medco  Health 
customers.  “The  earlier  in  the  process  you 
introduce  the  personas,  the  better  defined 
your  path  will  be  through  to  completion,” 


According  to  the  U.S.  Census  Bureau,  citizens  55  and  older 
made  up  22  percent  of  the  U.S.  population  in  2003.  In  10  years, 
that  demographic  is  expected  to  grow  to  almost  26  percent. 


ERIC  SCHAFFER,  CEO  AND  FOUNDER  of  Fluman  Factors  International,  a  user-centered 
design  company  based  in  Fairfield,  Iowa,  says  an  increasing  number  of  his  clients  are 
reaching  out  to  older  consumers  through  their  websites.  “The  population  is  aging,  and 
certainly  we  see  a  general  awareness  of  that.  We  also  see  specific  sites  that  are  oriented  to 
older  populations,  particularly  medical  sites  as  well  as  investments,"  he  says. 

When  companies  make  their  sites  easier  for  older  people  to  use,  it  enhances  usability  for 
everyone,  says  Flarley  Manning,  a  principal  analyst  with  Forrester  Research,  who  focuses  on 
user-interface  design.  “There’s  no  downside  to  designing  your  site  for  the  aging  population, 
and  there’s  lots  of  upside,”  he  says.  The  following  tips  for  designing  websites  for  older  users 
often  translate  to  better  experiences  for  younger  users  too. 

DO  DON’T 


■  Use  large,  clear  fonts.  Your  users’  vision 
is  on  the  decline. 

■  Make  sure  color  contrasts  are  clear.  This 
increases  visibil  ity  and  response  times. 

■  Enlarge  buttons  and  tabs  as  well  as  the 
spaces  between  them.  Making  buttons  and 
tabs  bigger  will  help  prevent  users  from 
accidentally  clicking  on  the  wrong  thing. 

■  Create  “alt-tags.”  These  little  notes 
appear  when  you  roll  your  mouse  over  an 
area  of  the  screen,  and  explain  what  you’ll 
get  by  clicking  on  a  certain  link,  making 
navigation  easier. 

■  Build  reassurance  into  transactions  on 
the  website.  Give  simple,  clear,  step-by- 
step  explanations  on  how  to  place  orders 
without  forcing  users  to  remember  any¬ 
thing  from  one  page  to  another. 


*  Use  lurid  colors.  They  appeal  more 
to  young  people  than  to  seniors. 

■  Use  italics.  They’re  hard  to  read. 

■  Use  anything  that  requires  fine  motor 
skills,  such  as  pop-up  menus  or  click-and- 
drag  operations.  People’s  fine  motor  skills 
wane  as  they  age,  making  it  hard  for  the 
elderly  to  click  that  little  X  in  the  upper 
right  hand  cornerto  close  pop-up  menus 
or  even  to  use  pull-down  menus. 

■  Use  jargon  and  legalese.  Use  the 

simplest  language  possible. 

■  Use  fancy  multimedia,  like  Flash  audio 
and  video.  Downloading  this  software  can 
be  confusing  for  people  who  think  “plug¬ 
ins"  are  something  you  put  in  a  bathroom 
to  cover  up  odors. 

-M.L. 


says  Caride.  “If  you  introduce  them  later  on, 
you’re  going  to  introduce  new  forks  in  the 
road.  We  wanted  to  know  what  the  road 
was  going  to  look  like.” 

The  redesign  team  purchased  photos  to  go 
with  the  persona  descriptions  from  a  stock 
agency  to  distribute  to  team  members  for  their 
cubicles,  and  blew  them  up  to  poster  size  to 


put  in  meeting  rooms.  They  also  set  up  e-mail 
addresses  for  each  of  the  personas,  like 
Maude@aol.com ,  and  pretended  to  exchange 
e-mail  with  them. 

5  Work  with  the  personas.  Soon,  the 
personas  weren’t  just  pictures  on  the 
walls.  Caride  says  staff  brought  the 
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Website  Redesign 


personas  along  to  meetings.  For  example, 
when  Maude  suggested  she  would  get 
confused  by  the  process  for  reordering  a 
prescription  and  that  more  reassurance 
had  to  be  built  into  the  process,  Chris 
would  speak  up  on  behalf  of  users  like 
him  to  make  sure  the  site  wouldn’t  be  so 
full  of  explanations  that  it  would  slow 
down  the  process  and  alienate  computer- 
savvy  users. 


have  shown  up  since  the  redesigned  site 
went  live  in  December  2002.  Medco 
Health  has  seen  a  33  percent  increase  in 
the  number  of  transactions  and  a 
26  percent  increase  in  the  number  of 
prescriptions  ordered  online.  The  num¬ 
ber  of  abandoned  shopping  carts  has 
decreased  by  13  percent.  Based  on  the 
entire  number  of  logins,  the  number  of 
e-mails  from  users  to  the  help  desk  with 


Designers  genera  I  ly  opted  to  bu  i  Id  i  n 
explanations,  knowing  that  if  Maude 
got  confused,  she’d  leave  the  site  and 
likely  never  come  back. 


When  discrepancies  between  different 
types  of  users’  needs  came  up,  the  design¬ 
ers  generally  opted  to  build  in  the  expla¬ 
nations,  knowing  that  if  Maude  got 
confused,  she’d  leave  the  site  and  likely 
never  come  back.  They  knew  that  if  folks 
like  Maude  could  get  through  the  site,  so 
too  could  the  Chris  Bell. 

HITTING  THE 
BULL’S-EYE 

The  big  payoff  came  when  the  finished 
prototypes  were  vetted  with  actual  users 
in  a  usability  testing  lab:  Designers  had 
to  make  only  minor  changes  to  the 
pages,  most  pertaining  to  language. 
“Using  this  method,  we  consistently  find 
fewer  problems  that  you  need  to  fix  after 
running  a  usability  test,”  says  Goodwin. 

And  that  saves  money.  “It’s  a  more 
efficient  way  to  design  websites  with  less 
iterations  and  less  changes  because  we 
know  up  front  what  we’re  designing 
for,”  says  Caride.  “From  that,  you  get 
savings.” 

But  the  really  impressive  numbers 


questions  about  the  site  has  decreased  by 
18  percent.  In  June  2003,  ComScore 
Media  Metrix  reported  that  seniors 
65  years  and  older  spent  more  time 
(approximately  21  minutes)  on  Medco- 
health.com  and  viewed  more  pages 
(approximately  31)  in  a  month  than  any 
other  health  website,  including  Yahoo 
Health,  MSN  Health,  Drugstore.com 
and  AARP.com. 

“The  monetary  reward  you  reap 
from  a  more  efficient  process,  you  also 
see  in  the  results,”  says  Caride.  “You  get 
savings  from  an  efficient  design  once, 
but  if  you  have  increasing  traffic  and 
loyalty  and  satisfaction,  that  just  keeps 
multiplying.”  QE1 


Senior  Writer  Meridith  Levinson  owns  the  beat 
on  e-commerce.  Send  her  feedback  via  e-mail  at 
mlevinson@cio.com. 


Learn  More  About  Redesign 


To  see  before  and  after  screen  shots  of 

MEDCOHEALTH. COM'S  WEBPAGES,  go  to 

the  online  version  of  this  story. 

cio.com 


At  AMS,  we  know  a  lot  about  technology. 
Even  better,  we  know  a  lot  about  the 

businesses  we  work  with.  For  more  than 


30  years,  we've  helped  governments,  and 

communications  and  financial  services 


firms  transform  the  promise  of  IT  into 

real  business  results.  And  we  do  it  seam¬ 


lessly.  How?  Not  by  acting  like  someone 
in  our  industry,  but  by  thinking  like 

someone  in  theirs. 
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Case  Files:  Chuck  Latham  Associates 


ORGANIZATION 

Chuck  Latham  Associates 

PRINCIPAL  BUSINESS 

Retail  merchandising  company 

HEADQUARTERS 

Parker,  Colo. 


VALUE  PROPOSITION 

Latham  is  using  PDAs  in  place 
of  pen  and  paper  to  give  its 
customers  quick  access  to 
information  about  in-store 
displays  and  promotions,  allowing 
for  faster  response  to  problems 
and  opportunities. 


No  Frills 
Wireless 

Charged  with  keeping  tabs  on  retail  displays,  Chuck  Latham 
Associates  turned  to  PDAs  and  custom  software 

BY  MICHAEL  E.  KANELL 


THE  PLAYERS 

CHUCK  LATHAM 

Owner,  Chuck  Latham  Associates 


CASE  ANALYST 

EUGENE  SIGNORINI 

Senior  Analyst,  the  Yankee  Group 


ASK  ABOUT  TECHNOLOGY,  and  Chuck  Latham 
will  describe  the  places  he  stumbled,  the  time 
and  the  money  he  wasted  finding  out  what 
wouldn’t  work,  and  how  he  learned  to  take  a 
good  thing  today  while  keeping  a  lookout  for 
something  great  tomorrow. 

At  the  moment,  Chuck  Latham  Associates, 
a  retail  merchandising  company,  depends  on 
handheld  computers.  And  while  the  PDAs  are 
far  more  advanced  than  the  clipboards  and  pen¬ 
cils  with  which  the  company  started,  Latham 
has  made  conscious  choices  to  stay  slightly 
behind  the  tech  curve  by  avoiding  costly  wireless 
and  high-end  hardware  options. 

The  company  gives  its  customers  informa¬ 
tion  they  need  but  are  unlikely  to  have  the  time 
or  resources  to  discover  for  themselves.  It  gives 
manufacturers  daily  reports  from  the  stores  that 
sell  their  products.  Using  the  data,  Latham’s  cus¬ 
tomers  can  find  out  how  well  different  offerings 
are  selling,  whether  the  store  has  put  the  cans  or 
packages  on  the  shelves  the  manufacturer  paid 


for,  and  whether  promotional  displays  are  set 
up  correctly. 

The  service  fills  a  critical  function  for  com¬ 
panies  both  large  and  small.  A  vendor  may 
spend  beaucoup  bucks  designing  an  eye¬ 
catching  display.  It  may  pay  a  tidy  sum  for  great 
placement  in  the  store.  But  it  all  goes  to  naught 
if  some  poorly  paid,  badly  motivated  or  inade¬ 
quately  supervised  stocking  clerk  doesn’t  put 
everything  where  it  should  be. 

For  years,  Latham  says,  the  task  of  tracking 
displays  was  strictly  low-tech.  Now  Latham 
employees  roll  into  a  store  and  head  for  the  cus¬ 
tomers’  products — PDAs  in  hand.  In  an  aver¬ 
age  four-hour  session,  they  count  cans  and 
packages,  they  monitor  placement,  they  check 
displays.  And  they  note  it  all  in  the  handhelds. 
Later,  they  insert  a  modem  into  the  handheld, 
plug  in  the  phone  line  and — with  a  couple  more 
taps — download  the  data.  In  moments,  the 
information  is  in  a  server  and  on  a  website  that 
is  accessible  to  the  manufacturer. 
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EARLY  MISCUES 

But  getting  to  this  point  required  numerous 
decisions  about  what  technology  to  use  and 
how  to  implement  it.  In  his  first  foray  into  the 
post-clipboard  era  (about  four  years  ago), 
>  Latham  started  with  laptops  and  Lotus  Notes 
software.  But  the  laptops  were  expensive,  their 
battery  life  was  short,  and  they  were  cumber¬ 
some  for  employees  to  use  in  the  stores. 

Next  Latham  tried  a  Palm  OS-based 
Handspring  PDA  with  16MB  of  memory 


running  custom  software  to  synchronize  with 
Notes,  but  found  that  the  solution  was  too 
rigid.  Latham’s  customers  needed  more  than 
just  checks  in  boxes.  They  needed  descrip¬ 
tions  and  details  of  what  was  going  on  in 
the  stores,  on  the  shelves,  in  the  stockrooms. 
The  Handspring  could  hold  data  from  just 
three  stores  before  the  reps  would  need  to 
run  off  and  download  the  information. 

For  a  third  attempt  a  little  more  than  two 
years  ago,  Latham  switched  to  200  leased 


PDAs  running  Microsoft’s  Pocket  PC  operat¬ 
ing  system  and  using  Microsoft’s  SQL  Server 
database  in  conjunction  with  tools  from 
Unique  Solutions  and  Extended  Systems. 
Unfortunately,  the  PDAs  proved  defective,  and 
it  took  the  vendor  three  months  to  repair 
them.  Before  the  end  of  that  trial,  Latham 
says,  he  “had  everybody  writing  down  the 
data  and  faxing  it  in.  I  had  to  hire  temps  to 
keypunch  it  into  the  database.  It  was  ugly.” 

FIXING  FLAWS 

But  while  the  hardware  had  problems,  the 
software  was  doing  the  job.  Unique  Solu¬ 
tions  provides  applications  for  collecting  the 
data,  and  Extended  Systems  provides  the 
software  that  transfers  the  data  between 
handheld  and  server.  The  first  round  of  soft¬ 
ware  from  his  new  partners  still  had  a  few 
flaws,  however.  Sometimes  the  data  transfer 
from  handheld  to  server  would  go  slowly. 
Sometimes  data  would  disappear.  But  such 
hiccups  are  par  for  the  course  with  new  sys¬ 
tems.  The  question  always  is:  How  fast  do 
the  vendors  remove  the  bugs?  In  this  case, 
Latham  says,  his  partners  answered  with  the 
necessary  fixes. 

Beyond  choosing  partners,  Latham  needed 
to  address  other  choices  before  the  project 
took  off.  One  of  the  first  was  what  kind  of 
device  to  use.  Skipping  high-end,  ruggedized 
PDAs  in  favor  of  $300  Dell  PDAs  would 
allow  him  to  save  hundreds  of  dollars  per 
unit  (at  the  acceptable  risk  of  a  few  broken 
units).  Insurance  on  the  PDAs  was  another 
issue.  Getting  coverage  that  would  replace 
any  malfunctioning  device  among  his  180 
handhelds  would  run  the  company  about 
$12,000  a  year.  So  Latham  decided  that 
PDAs  such  as  these  don’t  break  that  often. 
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Case  Files 


Mobile  Computing 


EXPERT  ANALYSIS 


PORTABILITY  HELPS 
THE  PROCESS 

BY  EUGENE  SIGNORINI 


THE  GREATEST  BARRIER  to  enterprise  mobile  solutions 
remains  the  challenge  in  identifying  the  business  value. 

Process-oriented  functional  areas  such  as  field  service 
technicians  and  supply  chain  management  have  become 
early  targets  for  mobile  technologies.  In  many  instances, 
mobile  and  wireless  computing  can  increase  efficiencies  in 
the  work  process,  and  provide  measurable  improvements 
for  both  remote  workers  and  the  bottom  line. 

The  mobile  implementation  at  Chuck  Latham  Associates 
is  one  such  example  of  mobile  technologies  assisting  work¬ 
ers  in  a  highly  process-oriented  function  where  personnel  have  to  complete  tasks 
quickly  while  effectively  capturing  critical  customer  information. 

Once  Chuck  Latham  Associates  understood  the  business  value  from  deploying 
handhelds  to  its  field  reps,  it  then  had  to  struggle  with  technology  choices.  Very 
often  companies  grapple  with  the  choice  to  integrate  wireless  connectivity  into  their 
remote  solutions.  Chuck  Latham  Associates  correctly  made  its  decision  to  forgo 
wireless  based  on  the  real-time  requirements  of  the  business.  In  its  case,  the  value 
of  the  mobile  solution  was  the  efficient  and  effective  capture  of  information,  rather 
than  the  instantaneous  transfer  of  that  information. 

Chuck  Latham  Associates  also  appeared  hesitant  to  use  wireless  network  connec¬ 
tivity  due  to  current  wireless  network  limitations  and  the  unique  challenges  of  design¬ 
ing  a  mobile  solution  around  less  than  ubiquitous  coverage.  In  reality,  wireless  net¬ 
working  will  never  be  perfect.  But  current  next-generation  wide  area  networks  in  the 
United  States  on  both  the  GSM/GPRS  and  CDMA  IxRTT  standards  provide  solid  cov¬ 
erage  and  data  throughput  in  the  20Kbps  to  60Kbps  range.  Additionally,  mobile  mid¬ 
dleware  solutions  (such  as  those  provided  by  Chuck  Latham’s  chosen  vendor, 
Extended  Systems)  can  provide  session  maintenance  that  lets  applications  work  in 
disconnected  mode  when  wireless  connectivity  becomes  unavailable. 

And  while  Chuck  Latham  identified  no  clear  business  need  to  wirelessly  transfer 
information  from  the  store  to  the  clients,  the  scheduling  challenges  of  its  remote 
salespeople  could  potentially  be  addressed  by  a  real-time  wireless  application.  The 
lesson  is  that  companies  should  be  evaluating  the  need  for  wireless  based  on  the 
real-time  requirements,  but  should  also  not  shy  away  from  wireless  computing 
challenges  that  currently  have  viable  solutions. 


Eugene  Signorini  is  a 
senior  analyst  at  the 
Yankee  Group,  covering 
mobile  computing  and 
wireless  enterprise 
applications.  He  can 
be  reached  at 
esignorini@yankee 
group.com. 


Then  there  was  wireless.  While  a  hot 
technology,  Latham  couldn’t  make  the  busi¬ 
ness  case  for  it — at  least  not  yet.  Cost  was  a 
big  factor.  The  added  money  for  wireless 
might  make  sense  if  his  customers  needed 
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real-time  updates — and  were  willing  to  pay 
a  premium.  But  they  aren’t — at  least  for 
now.  Manufacturers  do  want  up-to-the- 
minute  data,  but  they  don’t  necessarily  need 
it  updated  all  day,  every  day. 
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“We  could  go  in  every'  day,  but  you  could 
spend  your  whole  day  in  front  of  a  computer 
monitor.  That’s  ridiculous,”  says  Willie  Wal¬ 
lace,  vice  president  of  sales  and  marketing  at 
Radio  Systems,  a  manufacturer  of  pet  train¬ 
ing  and  containment  devices  and  one  of 
Latham’s  largest  customers.  “I’d  have  to  hire 
a  team  of  people  just  to  watch  the  data.” 

Wallace  also  notes  that  with  real-time 
data,  you  could  become  so  flooded  with 
information  that  you  can’t  move  at  all.  The 
opposite  might  also  apply:  With  real-time 
updates,  there  is  the  danger  of  becoming  like 
an  out-of-control  day  trader — instantly 
reacting  to  each  shard  of  information  with¬ 
out  waiting  to  get  enough  of  the  picture  to 
make  a  sensible  decision. 

Still,  Latham  is  looking  up  the  wireless 
path.  He  wants  eventually  to  communicate 
with  his  field  reps  through  a  wireless  version 
of  the  handhelds.  And  if  the  technology  does 
get  sufficiently  cheap  and  mature,  it  could 
help  Latham  solve  some  challenges  particular 
to  his  business.  For  example,  70  percent  of 
his  employees  are  part-time.  Many  are  soccer 
moms — women  whose  childcare  responsibil¬ 
ities  limit  them  to  working  when  school  or 
camp  is  in  session.  And  because  they  are  cov¬ 
ering  stores  in  42  states  and  parts  of  Canada, 
they  pose  a  special  management  challenge. 
The  issue  is  how  to  get  those  employees  to 
hit  the  right  places  at  the  right  times  and  get 
the  information  back  to  a  central  server  when 
the  manufacturer  is  expecting  it  to  arrive. 
Latham  believes  that,  eventually,  the  hand¬ 
held  itself  will  be  the  tool  that  lets  the  com¬ 
pany  makes  those  arrangements. 

But  not  yet.  HT»1 


Michael  E.  Kanell  is  a  business  writer  for  The  Atlanta 
Journal-Constitution. 


Talk  to  Eugene  Signorini 


Got  your  own  questions  about 
wireless  and  mobile  applications  and 
implementations?  ASK  THE  SOURCE. 

Eugene  Signorini,  a  senior  analyst  at  the  Yankee 
Group  who  specializes  in  mobile  and  wireless 
enterprise  applications,  is  ready  to  offer  insights. 
Send  your  questions  until  Nov.  30.  Go  to 
www.cio.com/ask 
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To  make  innovative  products  that  drive 
growth,  companies  must  forget  about 
demographics,  product  attributes  and 
market  size  data,  and  focus  most  on  the 
specific  jobs  customers  need  to  get  done 
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CLAYTON  M.  CHRISTENSEN,  WHO  FRAMED  THE  PROBLEM 


The  Innovator's  Dilemma  in  1997,  is  back  again,  with 
coauthor  Michael  E.  Raynor,  to  offer  answers  in  The 
Innovator’s  Solution.  And  with  companies  waiting 
expectantly  for  an  economic  upsurge  and  a  return 
to  aggressive  innovation,  the  timing  of  this  book 
may  be  perfect.  In  Dilemma,  Christensen,  a  Harvard 
Business  School  professor,  demonstrated  that  com¬ 
panies  tend  to  reject  disruptive  ideas— those  that 
don’t  appeal  to  established  customers  or  markets— 
in  favor  of  sure  bets  with  predictable  outcomes.  In 
Solution,  written  with  Raynor,  a  director  at  Deloitte 
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Research,  the  authors  explain  what  companies  should  focus  on  in 
order  to  innovate  and  grow  a  business.  This  excerpt  from  Chapter  3 
looks  at  how  conventional  customer  and  market  segmentation  typi¬ 
cally  dooms  new  products  to  fail.  And  CIOs  should 


Reader  ROI 

The  fundamental  flaws  of 
traditional  customer  and 
market  segmentation 

Why  market  opportunity 
data  dooms  product 
launches 

How  a  focus  on  doing  jobs 
for  customers  can  make  a 
product  a  sustained  winner 


note  that  IT-derived  market  data  is  one  of  the  big 
culprits.  Instead  of  focusing  on  product  attributes 
and  on  market  size  data,  companies  must  learn 
what  jobs  customers  want  to  perform  with  potential 
products,  and  use  this  as  their  marketing guidepost. 
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The  Innovator’s  Solution 


EXCERPT 

All  companies  face  the  continual  challenge  of 
defining  and  developing  products  that  cus¬ 
tomers  will  scramble  to  buy.  But  despite  the 
best  efforts  of  remarkably  talented  people, 
most  attempts  to  create  successful  new  prod¬ 
ucts  fail.  More  than  60  percent  of  all  new- 
product  development  efforts  are  scuttled 
before  they  ever  reach  the  market.  Of  the 
40  percent  that  do  see  the  light  of  day,  40  per¬ 
cent  fail  to  become  profitable  and  are  with¬ 
drawn  from  the  market.  By  the  time  you  add 
it  all  up,  three-quarters  of  the  money  spent  in 


they  can  “hire”  to  get  the  job  done.  This  is 
how  customers  experience  life.  Their  thought 
processes  originate  with  an  awareness  of 
needing  to  get  something  done,  and  then  they 
set  out  to  hire  something  or  someone  to  do 
the  job  as  effectively,  conveniently  and  inex¬ 
pensively  as  possible.  The  functional,  emo¬ 
tional  and  social  dimensions  of  the  jobs  that 
customers  need  to  get  done  constitute  the  cir¬ 
cumstances  in  which  they  buy.  In  other 
words,  the  jobs  that  customers  are  trying  to 
get  done  or  the  outcomes  that  they  are  trying 
to  achieve  constitute  a  circumstance-based 


to  tumble  when  managers  collectively  begin 
to  assume  that  the  customer’s  world  is  struc¬ 
tured  in  the  same  way  that  the  data  is  aggre¬ 
gated.  When  managers  define  market 
segments  along  the  lines  for  which  data  is 
available  rather  than  the  jobs  that  customers 
need  to  get  done,  it  becomes  impossible  to 
predict  whether  a  product  idea  will  connect 
with  an  important  customer  job.  Using  this 
data  to  define  market  segments  causes  man¬ 
agers  to  aim  innovation  at  phantom  targets. 
When  they  frame  the  customer’s  world  in 
terms  of  products,  innovators  start  racing 


product  development  investments  results  in 
products  that  do  not  succeed  commercially. 
These  development  efforts  are  all  launched 
with  the  expectation  of  success,  but  they  seem 
to  flourish  or  flop  in  unexpected  ways.  We 
argue  that  the  failures  are  really  not  random 
at  all:  They  are  predictable — and  avoidable — 
if  managers  get  the  market  segmentation  right. 

Only  if  managers  define  market  segments 
that  correspond  to  the  circumstances  in 
which  customers  find  themselves  when  mak¬ 
ing  purchasing  decisions  can  they  accurately 
theorize  which  products  will  connect  with 
their  customers.  We  believe  that  customer 
segmentation  (or  categorization)  should  be 
based  on  the  notion  that  customers  “hire” 
products  to  do  specific  “jobs.”  Doing  so  will 
help  managers  segment  their  markets  to  mir¬ 
ror  the  way  their  customers  experience  life. 
This  approach  can  also  uncover  opportuni¬ 
ties  for  disruptive  innovation. 

Predictable  marketing  requires  an  under¬ 
standing  of  the  circumstances  in  which  cus¬ 
tomers  buy  or  use  things.  Specifically, 
customers — people  and  companies — have 
“jobs”  that  arise  regularly  and  need  to  get 
done.  When  customers  become  aware  of  a 
job  that  they  need  to  get  done  in  their  lives, 
they  look  around  for  a  product  or  service  that 


categorization  of  markets.  Companies  that 
target  their  products  at  the  circumstances  in 
which  customers  find  themselves,  rather  than 
at  the  customers  themselves,  are  those  that 
can  launch  predictably  successful  products. 
Put  another  way,  the  critical  unit  of  analysis 
is  the  circumstance  and  not  the  customer. 

HOW  I.T.  UNDERMINES  THE 
SUCCESS  OF  INNOVATION 

The  IT  systems  in  most  companies  collect, 
aggregate  and  summarize  data  in  various 
ways  to  help  managers  make  better  deci¬ 
sions.  The  reports  are  undoubtedly  helpful, 
but  they  also  lead  companies  to  develop  new 
products  and  services  destined  to  fail  in  the 
marketplace.  Almost  all  corporate  IT  reports 
are  structured  around  one  of  three  con¬ 
structs:  products,  customers  and  organiza¬ 
tional  units.  The  data  shows  managers  how 
much  of  each  product  is  being  sold,  how 
profitable  each  is,  which  customers  are  buy¬ 
ing  which  products,  and  what  costs  and  rev¬ 
enues  are  associated  with  servicing  each 
customer.  IT  systems  also  report  revenues 
and  costs  by  business  units  so  that  managers 
can  measure  the  success  of  the  organizations 
for  which  they  have  responsibility.  The  odds 
of  developing  successful  new  products  begin 


against  competitors  by  proliferating  features, 
functions  and  flavors  of  products  that  mean 
little  to  customers.  Framing  markets  in  terms 
of  customer  demographics,  they  average 
across  several  different  jobs  that  arise  in  cus¬ 
tomers’  lives  and  develop  one-size-fits-all 
products  that  rarely  leave  most  customers 
fully  satisfied.  And  framing  markets  in  terms 
of  an  organization’s  boundaries  further 
restricts  innovators’  abilities  to  develop  prod¬ 
ucts  that  will  truly  help  their  customers  get 
the  job  done  perfectly. 

Like  it  or  not,  although  market  researchers 
often  develop  a  solid  understanding  of  the 
jobs  that  customers  are  trying  to  do,  the  pri¬ 
mary  language  through  which  the  nature  of 
the  opportunity  must  be  described  in  the 
resource  allocation  process  is  the  language  of 
market  size.  Asking  marketers  to  understand 
this  concept  is  not  the  solution  to  the  prob¬ 
lem — because  whether  it  is  called  “market¬ 
ing  myopia”  or  “jobs  to  be  done,”  this 
concept  has  been  taught  before.  It  is  a  process 
problem.  Because  senior  managers  typically 
hire  market  research  to  quantify  the  size  of 
opportunities  rather  than  to  understand  the 
customer,  the  resource  allocation  process  sys¬ 
tematically  and  predictably  perverts  compa¬ 
nies’  concept  of  the  structure  of  their  market 
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so  that  it  ultimately  conforms  to  the  lines 
along  which  data  is  available. 

As  a  result,  corporate  IT  systems  and  the 
CIOs  who  administer  them  figure  among 
the  most  important  contributors  to  failure 
in  innovation.  Data  purchased  from  external 
sources  has  the  same  impact,  because  it  is 
structured  by  product  attributes,  not  by  job. 
The  readily  available  data  actually  obfus¬ 
cates  the  paths  to  growth. 

The  solution  is  not  to  use  data  that  is  col¬ 
lected  for  historical  performance  measurement 
purposes  in  the  processes  of  new-product  devel¬ 
opment.  Keep  such  data  quarantined:  It  is  the 
wrong  data  for  the  job.  The  size  and  nature  of 
job-based  or  circumstance-based  market  cate¬ 
gories  actually  can  be  quantified,  but  diis  entails 
a  different  research  process  and  statistical 
methodology  than  is  typically  employed  in 
most  market  quantification  efforts. 

USING  CIRCUMSTANCE-BASED 
SEGMENTATION  TO  GAIN  A 
DISRUPTIVE  FOOTHOLD 

The  first  time  that  builders  of  a  new-growth 
business  need  to  assess  what  the  target  cus¬ 
tomers  really  are  trying  to  get  done  is  when 
they  are  searching  for  the  disruptive  foothold — 
the  initial  product  or  service  that  is  the  point 
of  entry  for  a  new-market  disruption.  When 
managers  position  a  disruptive  product 
squarely  on  a  job  that  a  lot  of  people  are  trying 
to  get  done,  and  which  has  been  poorly 
addressed  in  the  past,  they  create  a  launchpad 
for  subsequent  growth  through  sustaining 
innovations  that  build  on  the  initial  platform. 

How  can  managers  identify  these  foothold 
opportunities?  It  may  never  be  possible  to 
get  every  dimension  of  a  product  introduc¬ 
tion  in  a  new-market  disruption  right  at  the 
outset.  We  believe,  however,  that  a  jobs-to- 
be-done  lens  can  help  innovators  come  to 
market  with  an  initial  product  that  is  much 
closer  to  what  customers  ultimately  will  dis¬ 
cover  that  they  value.  The  way  to  get  as  close 
as  possible  to  this  target  is  to  develop 
hypotheses  by  carefully  observing  what  peo¬ 
ple  seem  to  be  trying  to  achieve  for  them¬ 
selves,  and  then  to  ask  them  about  it. 

Akio  Morita,  one  of  Sony’s  founders,  was 


a  master  at  watching  what  consumers  were 
trying  to  get  done  and  at  marrying  those 
insights  with  solutions  that  helped  them  do 
the  job  better.  Between  1950  and  1982, 
Sony  successfully  built  twelve  different  new- 
market  disruptive  growth  businesses.  These 
included  the  original  battery-powered 


market.  Likewise,  its  Vaio  notebook  comput¬ 
ers  are  great  products,  but  they  too  were  late 
entrants  into  a  well-established  market. 

What  caused  this  abrupt  shift  in  Sony’s 
innovation  strategy?  In  the  early  1980s, 
Morita  began  to  withdraw  from  active  man¬ 
agement  of  the  company  in  order  to  involve 


pocket  transistor  radio,  launched  in  1955, 
and  the  first  portable,  solid-state  black-and- 
white  television,  in  1959.  They  also  included 
videocassette  players;  portable  video 
recorders;  the  now-ubiquitous  Walkman, 
introduced  in  1979;  and  3.5-inch  floppy 
disk  drives,  launched  in  1981.  How  did 
Sony  find  these  foothold  applications  that 
yielded  such  tremendous  upside  fruit? 

Every  new-product  launch  decision  dur¬ 
ing  this  era  was  made  personally  by  Morita 
and  a  trusted  group  of  about  five  associates. 
They  searched  for  disruptive  footholds  by 
observing  and  questioning  what  people 
really  were  trying  to  get  done.  They  looked 
for  ways  that  miniaturized,  solid-state  elec¬ 
tronics  technology  might  help  a  larger  pop¬ 
ulation  of  less-skilled  and  less-affluent 
people  to  accomplish — more  conveniently 
and  at  less  expense — the  jobs  they  were 
already  trying  to  get  done  through  awk¬ 
ward,  unsatisfactory  means.  Morita  and  his 
team  had  an  extraordinary  track  record  in 
finding  these  footholds  for  disruption. 

Interestingly,  1981  signaled  the  end  of 
Sony’s  disruptive  odyssey,  and  for  the  next  18 
years  the  company  did  not  launch  a  single  new 
disruptive  growth  business.  The  company  con¬ 
tinued  to  be  innovative,  but  its  innovations 
were  sustaining  in  character — they  were  better 
products  targeted  at  existing  markets.  Sony’s 
PlayStation,  for  example,  is  a  great  product, 
but  it  was  a  late  entrant  into  a  well-established 


himself  in  Japanese  politics.  To  take  his 
place,  Sony  began  to  employ  marketers  with 
MBAs  to  help  identify  new-growth  oppor¬ 
tunities.  The  MBAs  brought  with  them 
sophisticated,  quantitative,  attribute-based 
techniques  for  segmenting  markets  and 
assessing  market  potential.  Although  these 
methods  uncovered  some  underserved 
opportunities  on  trajectories  of  sustaining 
improvement  in  established  markets,  they 
were  weak  at  synthesizing  insights  from 
intuitive  observation.  In  searching  for  an  ini¬ 
tial  product  foothold  in  new-market  disrup¬ 
tion,  observation  and  questioning  to 
determine  what  customers  are  trying  to  do, 
coupled  with  strategies  of  rapid  development 
and  fast  feedback,  can  greatly  improve  the 
probability  that  a  company’s  products  will 
converge  quickly  upon  a  job  that  people  are 
trying  to  get  done. 

INNOVATIONS  THAT  WILL 
SUSTAIN  THE  DISRUPTION 

Gaining  a  foothold  is  just  the  first  battle  in 
the  war.  The  exciting  growth  happens  when 
an  innovation  improves  in  ways  that  allow 
it  to  displace  incumbent  offerings.  These  are 
sustaining  improvements,  relative  to  the  ini¬ 
tial  innovation:  improvements  that  stretch 
to  meet  the  needs  of  more  and  more  prof¬ 
itable  customers.  Choosing  the  right 
improvements  is  critical  to  the  disruptive 
march  up-market.  Here  again,  job-based 


112  CIO  NOVEMBER  15,  2003  •  www.cio.com 


Does  Your  JCL  Environment  Need  a  Tune-Up? 


A  high-performance  engine  requires  routine  maintenance 
and  tune-ups  to  run  efficiently.  IT  organizations  striving  for 
high-performance  operations  need  to  ensure  that  their  JCL 
environment  is  also  tuned  up  for  optimal  performance. 

Of  course  data  centers  are  more  complex  than  a  car  engine,  and 
to  begin  a  JCL  "tune-up"  project,  you  have  to  justify  the  benefits  and 
results  up  front.  Since  1 978,  Diversified  Software  has  been  developing 
the  JCL  technology  and  expertise  to  help  leverage  your  internal 
resources  to  achieve  a  more  cost-effective  data  center. 
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segmentation  logic  can  help. 

Let’s  examine  one  of  the  hottest  markets 
of  the  past  decade — handheld  wireless  elec¬ 
tronic  devices.  The  BlackBerry,  a  handheld 
wireless  e-mail  device  made  by  the  Cana¬ 
dian  company  Research  in  Motion  (RIM),  is 
an  important  competitor  in  this  field.  RIM 
found  the  BlackBerry’s  disruptive  foothold 
at  a  new  spot  on  the  third  axis  in  the  dis¬ 
ruption  diagram,  competing  against  non¬ 
consumption  by  bringing  the  ability  to 
receive  and  send  e-mail  to  new  contexts  such 
as  waiting  lines,  public  transit  and  confer¬ 
ence  rooms.  So  what’s  next?  How  does  RIM 
sustain  the  product  improvement  and 
growth  trajectory  for  its  BlackBerry?  Surely, 
dozens  of  new  ideas  are  pouring  into  RIM 
executives’  offices  every  month  for  improve¬ 
ments  that  might  be  introduced  in  the  next- 
generation  BlackBerry.  Which  of  these  ideas 
should  RIM  invest  in,  and  which  should  it 


ignore?  These  are  crucial  decisions,  with 
hundreds  of  millions  of  dollars  in  profits  at 
stake  in  a  rapidly  growing  market. 

RIM’s  executives  could  believe  that  their 
market  is  structured  by  product  categories 
characterized  by  some  moniker  such  as  “We 
compete  in  handheld  wireless  devices.”  If  so, 
they  will  see  the  BlackBerry  as  competing 
against  products  such  as  the  PalmPilot,  Hand¬ 
spring’s  Treo,  Sony’s  Clie,  mobile  telephone 
handsets  made  by  Nokia,  Motorola  and  Sam¬ 
sung,  and  Microsoft  Pocket-PC-based  devices 
such  as  Compaq’s  iPaq  and  Hewlett-Packard’s 
Jornada.  In  order  to  get  ahead  of  these  com¬ 
petitors,  RIM  would  need  to  develop  better 
products  faster  than  the  competition.  Sony’s 
Clie,  for  example,  has  a  digital  camera. 
Nokia’s  phones  offer  not  just  live  conversation 
and  voice  messages,  but  short  text  messaging 
as  well.  The  PalmPilot’s  consummately  con¬ 
venient  calendaring,  rolodexing  and  note-keep¬ 


ing  features  have  almost  become  industry  stan¬ 
dards.  And  does  the  fact  that  Compaq  and 
Hewlett-Packard  offer  stripped-down  versions 
of  Word  and  Excel  software  mean  that  RIM 
will  be  left  behind  if  it  does  not  follow  suit? 

Defining  the  market  by  the  characteris¬ 
tics  of  the  product  causes  managers  to  think 
that  in  order  to  beat  the  competition, 
Research  in  Motion  would  need  to  build 
some  number  of  these  features  into  its  next- 
generation  BlackBerry  device.  RIM’s  com¬ 
petitors,  of  course,  would  be  thinking  the 
same  thing — all  trying  to  cram  their  com¬ 
petitors’  superior  features  into  their  prod¬ 
ucts  in  a  race  to  get  ahead  of  the  pack.  Our 
worry  is  that  defining  market  segments  in  a 
product-based  way  actually  causes  a  head¬ 
long,  arms  race-like  rush  toward  undiffer¬ 
entiated,  one-size-fits-all  products  that 
perform  poorly  any  specific  jobs  that  cus¬ 
tomers  might  hire  them  to  do. 
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Alternatively,  RIM’s  executives  might 
segment  their  market  in  demographic  terms — 
targeting  the  business  traveler,  for  example — 
and  then  add  to  the  BlackBerry  those  product 
improvements  that  would  meet  those  cus¬ 
tomers’  needs.  This  framing  would  lead 
RIM  to  consider  a  very  different  set  of  inno¬ 
vations.  Stripped-down  customer  relation¬ 
ship  management  software  might  be 
considered  essential,  because  it  would  allow 
salespeople  to  review  account  histories  and 
order  status  quickly  before  contacting  cus¬ 
tomers.  Downloadable  electronic  books  and 
magazines  would  obviate  customers’  having 


e-mails  while  waiting  in  line  at  airports. 
When  an  executive  puts  an  always-on  Black- 
Berry  on  the  table  in  a  meeting,  what  is  she 
trying  to  do?  Just  in  case  the  meeting  gets  a 
little  slow  or  boring,  she  wants  to  be  able  to 
glance  through  a  few  messages  unobtrusively, 
just  to  be  a  bit  more  productive.  When  the 
pace  of  the  meeting  picks  up,  she  can  slide 
the  BlackBerry  aside  and  pay  attention  again. 

What  is  the  BlackBerry  competing  against? 
What  gets  hired  when  people  need  to  be  pro¬ 
ductive  in  small  snippets  of  time  and  they 
don’t  pick  up  a  BlackBerry?  They  often  pick 
up  a  wireless  phone.  Sometimes  they  pick  up 


might  help  the  BlackBerry  gain  share  against 
boredom.  Viewing  the  market  in  terms  of 
the  jobs  that  its  customers  are  trying  to  get 
done  would  define  for  RIM  an  innovation 
agenda  that  is  grounded  in  the  way  its  cus¬ 
tomers  live  their  lives.  The  good  news  for 
RIM  shareholders  is  that  this  appears  to  be 
the  trajectory  that  the  BlackBerry  is  on. 

Doing  this  make-me-productive-in-small- 
snippets-of-time  job  perfectly  is  not  trivial,  of 
course.  Adding  voice  telephony  to  the  Black¬ 
Berry  would  increase  power  consumption. 
This,  however,  is  the  type  of  challenge  classi¬ 
cally  associated  with  sustaining  innovation. 


to  carry  bulky  reading  material  in  their  brief¬ 
cases.  Wireless  Internet  access,  with  the 
attendant  capabilities  to  alter  travel  reserva¬ 
tions,  trade  stocks  and  find  restaurants  via 
global  positioning  satellites,  could  be  very 
appealing.  Expense-reporting  software  cou¬ 
pled  with  the  ability  to  transmit  reports  to 
headquarters  wirelessly  might  be  a  must. 

Every  executive  who  has  participated  in 
decisions  to  define  and  fund  innovation 
projects  will  empathize  with  the  tortured  dif¬ 
ficulty  of  answering  questions  such  as  these. 
No  wonder  that  many  have  come  to  regard 
innovation  as  a  random  crap  shoot — or 
worse,  a  game  of  Russian  roulette. 

But  what  if  RIM  structured  the  segments 
of  this  market  according  to  the  jobs  that  peo¬ 
ple  are  trying  to  get  done?  We’ve  not  con¬ 
ducted  serious  research  on  this,  but  just  from 
watching  people  who  pull  out  their  Black- 
Berrys,  it  seems  to  us  that  most  of  them  are 
hiring  it  to  help  them  be  productive  in  small 
snippets  of  time  that  otherwise  would  be 
wasted.  You  see  BlackBerry  owners  reading 


The  Wall  Street  Journal.  Sometimes  they 
make  notes  to  themselves.  Sometimes  they 
stare  mindlessly  at  the  CNN  Airport  Net¬ 
work,  or  sit  with  glazed  eyes  in  a  boring  meet¬ 
ing.  From  the  customer’s  point  of  view,  these 
are  the  BlackBerry’s  most  direct  competitors. 

What  improvements  on  the  basic  Black¬ 
Berry  wireless  e-mail  platform  does  this 
framing  of  the  market  imply?  Word,  Excel 
and  CRM  software  are  probably  out — it’s 
just  really  hard  to  boot  up,  shift  mental 
gears,  be  productive  and  gear  down  these 
activities  within  a  five-minute  snippet  of 
time.  Snap-on  digital  cameras  likewise  aren’t 
likely  to  be  hired  to  get  this  job  done. 

However,  wireless  telephony  is  a  no- 
brainer  for  RIM,  because  leaving  and  return¬ 
ing  voice  messages  is  another  way  to  be 
productive  in  small  snippets  of  time.  Finan¬ 
cial  news  headlines  and  stock  quotes  would 
help  the  BlackBerry  compete  more  effectively 
against  The  Wall  Street  Journal.  And  mind¬ 
less,  single-player  games  or  automatically 
downloaded  David  Letterman-like  lists  of  10 


RIM’s  biggest  issue  is  probably  not  a  lack  of 
engineering  talent;  it  is  deciding  which  prob¬ 
lems  it  should  deploy  that  talent  against. 

WHO  NEEDS  A  CAMERA  IN  A 
MOBILE  PHONE? 

What  should  Palm  do?  In  the  context  of  the 
job  that  the  BlackBerry  is  hired  to  do,  a 
camera  makes  no  sense.  But  might  it  make 
sense  on  a  product  like  the  PalmPilot  that  is 
used  to  keep  track  of  people?  In  addition  to 
just  displaying  a  name  card,  a  camera  would 
enable  users  to  store  the  person’s  image  as 
well — helping  PalmPilot  users  be  better 
organized  by  remembering  not  just  people’s 
names  but  their  faces  too. 

In  the  Japanese  mobile  phone  market,  the 
strategies  of  mobile  telephony  providers  J- 
Phone  and  NTT  DoCoMo  to  add  a  camera 
and  photo  viewer  to  the  mobile  phone  and  to 
provide  the  data  services  required  to  send  and 
receive  low-quality  digital  photos  met  with 
instant  success  in  the  early  2000s.  Why?  A 
few  years  earlier  these  firms  had  created  a 
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booming  new-market  disruption  selling 
wireless  Internet  access  through  services  like 
DoCoMo’s  I-Mode.  Their  customers  were 
primarily  teenagers,  who  had  hired  mobile 
access  to  the  Internet  in  order  to  have  fun 
with  their  friends  downloading  wallpaper 
and  ring  tones.  The  popularity  of  limited- 
functionality  cameras  and  photo  viewers 
on  these  teenagers’  phones  makes  sense 
when  viewed  through  the  lens  of  jobs  to  be 
done:  Mobile  phones  that  send  and  receive 
photos  offer  these  young  people  more  and 
newer  kinds  of  fun. 

Should  European  and  North  American 
service  and  handset  providers  attempt  to 
emulate  this  success  by  incorporating  this 
functionality  in  their  phones?  At  this  writ¬ 
ing,  we  expect  camera-equipped  phones  to 
take  off  much  more  slowly  in  these  markets 
because  many  mobile  phone  users  in  these 
markets  are  adults  who  seem  to  have  hired 
mobile  phones  to  get  work  done  or 
exchange  important  information  in  small 
snippets  of  time.  Cameras  and  viewers 
rarely  help  get  these  jobs  done  better.  If  these 
companies  were  to  market  phones  and  these 
services  to  teenagers  and  children  as  a  new 
way  to  have  fun  by  taking  and  transmitting 
images,  this  product  feature  could  create 
substantial  growth.  But  if  they  follow  their 
demonstrated  propensity  to  deploy  the  func¬ 
tionality  as  a  high-priced  feature  on  phones 
that  serious  multitasking  adults  have  hired 
to  get  down  to  business  rather  than  play, 
our  bet  is  that  little  growth  will  result. 

If  RIM  evolved  the  BlackBerry  to  help 
people  be  evermore  productive  in  small 
snippets  of  time,  if  Palm  evolved  its  Pilot  to 
help  people  be  ever  better  organized,  and  if 
J-Phone’s  handsets  were  optimized  to  help 
teenagers  have  fun,  the  products  would 
become  quite  differentiated  in  consumers’ 
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minds — and  each  could  grow  to  own  a 
large  market  share  of  its  respective  job. 
And  because  these  different  jobs  arise  at 
different  points  in  time  and  space  in  con¬ 
sumers’  lives,  we’d  bet  that  for  a  very  long 
time  most  consumers  would  opt  to  own 
each  product  individually  rather  than  hav¬ 
ing  a  single,  Swiss  Army  knife-like  device — 
that  is,  until  a  one-size-fits-all  device  can 
do  all  these  jobs  without  compromising 
functionality,  simplicity  and  convenience. 

Unfortunately,  it  appears  that  many 
manufacturers  in  this  space  are  now  on  a 
collision  course.  Each  seems  bent  on  pack¬ 
ing  every  other  competitor’s  functionality 
into  a  single,  all-purpose  device.  Unchecked, 
this  will  lead  to  commoditized,  undifferen¬ 
tiated  products  that  don’t  do  really  well  any 
of  the  jobs  that  they  once  got  hired  to  do. 
This  need  not  be  so.  The  suicidal  trajectory 
results  from  framing  the  market  in  terms 
of  the  attributes  of  products  and  the  attrib¬ 
utes  of  customers,  rather  than  in  terms  of 
jobs  to  be  done. 

SUMMING  UP 

Identifying  disruptive  footholds  for  prod¬ 
ucts  means  connecting  with  specific  jobs 
that  people — your  future  customers — are 
trying  to  get  done  in  their  lives.  The  prob¬ 
lem  is  that  in  an  attempt  to  build  convinc¬ 
ing  business  cases  for  new  products, 
managers  are  compelled  to  quantify  the 
opportunities  they  perceive,  and  the  data 
available  to  do  this  is  typically  cast  in  terms 
of  product  attributes  or  the  demographic 
and  psychographic  profiles  of  a  given  pop¬ 
ulation  of  potential  consumers.  This  mis¬ 
match  between  the  true  needs  of  consumers 
and  the  data  that  shapes  most  product 
development  efforts  leads  most  companies 
to  aim  their  innovations  at  nonexistent  tar¬ 
gets.  The  importance  of  identifying  these 
jobs  to  be  done  goes  beyond  simply  finding 
a  foothold  for  a  new  product.  Only  by  stay¬ 
ing  connected  with  a  given  job  as  improve¬ 
ments  are  made,  and  by  creating  a  purpose 
for  your  brand  so  that  customers  know 
what  to  hire,  can  a  disruptive  product  stay 
on  its  growth  trajectory.  00 
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A  Cold  Look  at  Hot  Trends 


When  (or  if) 
the  Boomers 

Conventional  wisdom  holds  that  the  mass  retirement 
of  the  baby  boomers  will  trigger  a  hiring  frenzy. 

Conventional  wisdom  is  wrong. 

BY  MEGAN  SANTOSUS 

TRYING  TO  READ  the  economy’s  tea  leaves  has  been  an  extended  exer¬ 
cise  in  frustration.  On  any  given  day,  leading  economic  indica¬ 
tors — be  they  manufacturing  orders,  new  housing  starts  or 
retail  sales — may  signal  an  upswing  only  to  be  confounded  the 
very  next  day  by  sluggish  corporate  profits  and  a  rise  in  the 
number  of  layoffs.  It’s  enough  to  give  the  army  of  displaced 
IT  workers  apoplexy. 

While  all  that  the  short  term  offers  is  conflicting  signs,  con¬ 
ventional  wisdom  holds  that  in  the  long  run  there’s  a  built-in 
solution  to  chronic  unemployment:  During  the  next  five  to  10 
years,  millions  of  baby  boomers  will  be  retiring,  essentially 
heading  for  the  exits  en  masse.  This  exodus  will  create  a  demo- 
graphically  driven  worker  shortage  that  will  put  the  power 
back  into  the  hands  of  the  job  seekers.  That  means  that  today’s 
workers  will  eventually  be  able  to  say  good-bye  to  static  or 
shrinking  paychecks,  and  that  today’s  unemployed  can  look 
for  an  end  to  all  that  pavement  pounding. 

For  job  seekers,  it  will  be  back  to  a  future  of  multiple  job 
offers  at  25  percent  more  than  their  previous  salary. 

For  corporate  managers,  it  will  be  a  nightmare. 


Preparing  for  the  Hiring  Frenzy— Not 

The  folks  advancing  this  argument  say  that  hiring  managers 
better  get  hip  to  the  shortage  scenario.  In  fact,  they  say,  those 
who  aren’t  currently  planning  for  the  coming  hiring  frenzy  may 
be  putting  their  enterprises  permanently  behind  the  proverbial 
eight  ball. 

Others  think  this  is  all  a  load  of  hooey. 

Peter  Cappelli,  a  management  professor  and  the  director 
of  the  Center  for  Human  Resources  at  The  Wharton  School,  5 
conducted  research  that  questioned  these  assumptions  about  5 
the  potential  economic  impact  of  an  aging  employee  popu- 

LiJ 

lation.  Cappelli  found  that  any  projected  labor  shortage  « 
caused  by  retiring  boomers  is,  in  fact,  a  complete  fiction.  “ 

o 

True,  the  generation  following  the  boomers — the  so-called 

CtL 

baby  busters — is  about  16  percent  smaller  than  its  predeces-  £ 
sor,  but  with  an  average  age  of  30,  the  busters,  who  already 
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have  been  in  the  workforce  for  a  number  of  years,  won’t  be 
retiring  anytime  soon  and  are  both  willing  and,  more  impor¬ 
tant,  able  to  fill  any  voids  left  by  the  departing  boomers. 
Add  to  that  the  fact  that  the  generation  after  the  busters  is 
composed  of  the  boomers’  offspring  and  is  therefore  rela¬ 
tively  large,  and  that  many  members  of  that  generation  are 
currently  in  college  and  will  be  looking  for  work  in  a  few 
years.  Putting  all  that  together,  Cappelli  concludes  that  the 
future  pool  of  skilled  employees — the  kind  most  in  demand 
by  employers — promises  to  be  more  than  adequate  for  busi¬ 
nesses’  needs. 

Finally,  Cappelli  finds  a  flaw  in  the  proposition  that  retire¬ 
ment  will  soon  beckon  legions  to  abandon  the  workforce. 


Many  companies  are  fixated  on  the  idea  of  a 
manpower  shortage  and  thus  will  spend  precious 
time,  energy  and  resources  solving  the  wrong 
problem.  The  real  challenge— retaining  the  workers 
you  already  have— will  likely  go  unaddressed. 


Given  the  lousy  state  of  retirement  accounts,  coupled  with 
increased  life  spans,  it’s  unlikely  that  everyone  who  turns  65 
will  be  decamping  for  that  gated  community  in  Florida.  And 
even  many  who  can  afford  to  retire  will  choose  not  to, 
although  they  may  change  jobs  or  cut  back  on  their  work 
schedules. 

“Yes,  there’s  the  potential  for  a  lot  of  people  to  retire  all  at 
once,  but  there  have  been  few  cases  where  it  actually  happens,” 
Cappelli  says,  adding  that  the  auto  industry  and  government 
agencies  are  the  most  likely  sectors  to  experience  widespread 
retirements.  In  that  scenario,  Cappelli  says  the  most  pressing 
issue  won’t  necessarily  be  finding  workers  as  much  as  preserv¬ 
ing  the  knowledge  of  those  who  are  leaving.  “Organizations 
should  be  examining  now  if  they  have  the  capability  to  retain 
some  of  the  knowledge,”  he  says.  “If  they  are  paying  any  kind 
of  attention,  they  should  be  able  to  do  that.” 

In  short,  don’t  look  for  tomorrow’s  population  trends  to 
provide  a  solution  to  today’s  unemployment  problem.  “Demo¬ 
graphics,  which  change  slowly  and  predictably,  aren’t  going  to 
cause  a  labor  shortage,”  Cappelli  says. 

That’s  not  to  say  there  won’t  be  a  labor  shortage  sometime 
in  the  future.  But  if  there  is  one,  it  will  be  a  labor  shortage 
caused  by  increase  in  business  activity — and  good  luck  trying 
to  predict  that. 


Not  a  Labor  Shortage,  a  Knowledge  Shortage 

So  if  there’s  not  going  to  be  a  labor  shortage  based  on  demo¬ 
graphic  shifts,  what’s  the  problem?  As  Cappelli  sees  it,  many 
companies  are  fixated  on  the  idea  of  a  manpower  shortage  and 
thus  will  spend  precious  time,  energy  and  resources  solving  the 
wrong  problem.  The  real  challenge — retaining  the  workers  you 
already  have — will  likely  go  unaddressed.  According  to  Cap¬ 
pelli,  the  employment  boom  that  occurred  in  the  late  ’90s  was 
in  actuality  a  retention  issue  in  disguise.  “A  couple  of  years 
ago,  all  sorts  of  companies  were  hiring  like  crazy  and  weren’t 
able  to  meet  their  business  demands,”  he  says.  “The  thought 
was  that  the  problem  was  an  inability  to  find  enough  people, 
but  companies  were  losing  people  out  the  backdoor  as  quickly 

as  they  were  hiring  in  the  front  door.” 

In  effect,  companies  were  paying  a  tax 
on  two  fronts:  They  paid  to  hire  and 
train  new  employees;  and  they  paid  for 
the  loss  of  experience  and  knowledge. 

Ironically,  IT  is  one  of  the  professions 
that  historically  has  been  most  at  the 
mercy  of  demographics  because  employers 
have  focused  on  hiring  people  right  out  of 
college.  So  if  Cappelli’s  theory  is  right,  is 
there  any  hope  for  a  rebound  in  IT 
employment?  Unfortunately,  the  answer 
isn’t  clear-cut.  In  light  of  the  trend  toward 
the  global  outsourcing  of  IT  work,  companies  may  not  believe 
they  need  to  fret  about  retaining  skilled  workers  because  the  pool 
of  available  labor  is  now  a  worldwide  one. 

“The  ability  to  outsource  work  outside  the  U.S.  gives 
employers  a  safety  valve,”  notes  Cappelli.  “They  don’t  have 
to  find  or  retain  the  workers  here;  they  can  just  move  the  work 
to  where  the  workers  are.”  Cappelli  prefers  to  keep  his  own 
counsel  on  whether  the  millions  of  IT  jobs  sent  abroad  will 
ever  return  or  whether  millions  more  are  destined  to  go  the 
same  way.  What  that  question  comes  down  to  is  flexibility  ver¬ 
sus  control.  If  companies  want  the  former,  they’ll  continue  to 
ship  work  and  jobs  offshore;  if  they  want  the  latter,  IT  jobs 
will  stay  put  and,  perhaps,  even  return. 

The  notion  of  a  worker  shortage  based  on  aging  boomers 
and  flagging  birth  rates  is  a  seductive  one  because  it’s  quantifi¬ 
able  and  lifts  the  responsibility  for  the  future  from  our  already 
overburdened  shoulders.  After  all,  you  can’t  fight  demographic 
trends.  Que  sera,  sera,  as  it  were.  But  as  Cappelli  reminds  us, 
assuming  that  the  future  is  out  of  our  control 
just  about  guarantees  that  it  will  be.  HE] 

Opinion  and  Knowledge  Management  Editor  Megan 
Santosus  always  defies  the  conventional  wisdom.  She 
may  be  reached  at  santosus@cio.com. 
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BLACKBERRY 

WWW.BLACKBERRY.COM 


lead. 


Business  keeps  your  team 


on  the  move  and  you  need  the  best  tools  to  stay  ahead  of  the  competition.  That's  why  you 
need  BlackBerry.®  It's  the  best  wireless  enterprise  solution  both  for  users  and  IT  departments. 
Advanced  wireless  handhelds  help  users  stay  connected  to  corporate  data,  email  and  even 
phone  calls  on  the  gof  BlackBerry  Enterprise  Server  software  provides  IT  departments 
with  advanced  security,  centralized  management  and  support  for  multiple  wireless 
networks.  And,  the  BlackBerry  Enterprise  Server  v3.6  introduces  breakthrough  features  that 
provide  the  ability  to  wirelessly  access  your  firm's  existing  corporate  data.  Get  BlackBerry 
and  empower  users  without  compromising  IT  requirements.  It  will  help  keep  you  in  the  lead. 


‘2003  Research  In  Motion  Limited  (RIM)  All  rights  reserved.  BlackBerry  is  an  end-to-end  wireless  solution  developed  by  RIM  RIM,  BlackBerry,  the 
BlackBerry  logo  and  the  'envelope  in  motion"  symbol  are  trademarks  or  registered  trademarks  of  RIM  'Check  with  your  service  provider  for  availability 


Career  Counsel 

Expert  Advice  to  Aspiring  CIOs  and  IT  Managers 


Follow  the 


If  you  wantto  be  a  CIO,  it  doesn’t  hurt 
to  have  a  little  CFO  in  you 

Q:  Recently,  the  CFO  of  our  company  asked  me  if  I  would  like  to 
accept  a  position  in  our  accounting  department.  The  responsi¬ 
bilities  are  not  yet  known.  I  currently  have  more  than  20  years 
of  experience  in  IT,  ranging  from  IBM  systems  programming  to 
management  of  IT  infrastructure  (mainframe,  midrange,  NT, 
telephony,  voice  and  data  network,  security,  and  so  on).  I  have 
applications  experience  in  implementing  SAP  and  PeopleSoft. 
My  background  is  well  rounded  in  operations,  applications  and 
management.  Would  a  move  into  a  user  area  of  accounting 
help  or  hinder  my  desire  to  become  a  CIO? 

A:  I  think  a  move  into  accounting  can  be  helpful  to  your  pursuit  of 
a  CIO  role,  provided  you  are  given  substantial  responsibilities  that 
include  project  management.  Since  IT  and  finance  are  so  tightly 
aligned  in  companies,  you  will  no  doubt  increase  your  knowledge 
and  understanding  of  how  your  company  works,  and  you  will 
develop  additional  business  relationships.  More  and  more,  CIOs 
today  have  had  prior  stints  in  business  management;  therefore, 
being  knowledgeable  and  conversant  in  a  core  business  function 
is  a  plus  as  you  compete  for  the  CIO  role  in  the  marketplace. 

-Beverly  Lieberman, 
president  of  Halbrecht  Lieberman  Associates 


WHAT  ARE  THEY  SAYING? 

Q:  I  recently  took  over  the  director  of  finance  role  for  the 
e-commerce  division  of  a  Fortune  500  retailer.  I  have  an  invest¬ 
ment  banking  background  and  have  very  limited  exposure  to 
technology. 

We  clearly  treat  IS  as  a  siloed  cost  center.  I  see  this  as  an 
opportunity  worth  improving.  I’ve  reached  out  to  my  counter¬ 
part  in  IS  but  feel  like  we  are  two  people  with  a  common  goal 
speaking  different  languages.  Are  there  any  “technology  for 
nontechnology  managers”  books,  courses  or  seminars  to  help 
me  bridge  this  gap? 

A:  Trying  to  understand  the  “technospeak”  of  information 
technology  can  be  a  challenge  for  new  folks  like  you  who  are 
just  recently  exposed  to  the  field.  I  suggest  looking  into  specialty 
areas,  such  as  software,  networking,  infrastructure,  architec¬ 
ture  and  operations,  all  of  which  have  associated  member 
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Small  MediumBusiness 


Better  Performance.  Better  Price 

The  smartest  way  to  run  your  network 
is  also  the  smartest  way  to  run  your  business. 
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MAL  PowerConnect  5224 


POWERCONNECT™  2124* *  SWITCH 


Scalable,  Affordable  Unmanaged  Switch 

•  24  Fast  Ethernet  Ports  Plus  1  Copper  Gigabit  Port 

•  1  Gigabit  Port  for  High  Speed  Connectivity  to  a  Server 

•  1-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 


E-VALUE  Code:  20256-S11102 


Recommended  upgrade: 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service?2  add  $49 


WfWPOWERCONNECT™  3348*  SWITCH 


Stackable,  Enterprise  Class  Managed  Switch 

•  48  Fast  Ethernet  Ports  Plus  2  Built-In  Gigabit  Uplinks 

•  Multi-Layer  Traffic  Classification  at  Layers  2,  3,  and  4 

•  Advanced  Management  via  Browser  or  Industry-Standard  CLI 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 

as  low  as  $26/mo„  (46  pmts”) 

E  VALUECo(,e:20256-S11109 


Recommended  upgrade: 

•  3-Yr  Same  Day  4-Hour  Response  24x7  Advanced  Exchange 
Service?2  add  $199 


It's  a  Dell,  so  you  know  you're  going  to  save  money. 
But  let's  talk  performance.  From  standard  Fast  Ethernet 
to  high-speed  Gigabit  Ethernet  over  copper  or  fiber,  Dell 
PowerConnect  switches  are  designed  to  offer  full  wire-speed 
and  non-blocking  performance.  Recent  Tolly  lab  tests 
confirmed  that  the  Dell  PowerConnect  3348  outperformed 
industry  leaders  by  as  much  as  48%.  Plus,  PowerConnect 


POWERCONNECT™  5212*  SWITCH 


High-Performance,  All-Gigabit  Managed  Switch 

•  12  Copper  Gigabit  Ports  Plus  4  SFP  Fiber  Uplinks 

•  Layer-3  Aware  Class  of  Service  Prioritization 

•  Advanced  Management  via  Browser  or  Industry-Standard  CLI 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 

as  low  as  $32/mo„  (46  pmts“) 

^  I  IVW  E-VALUE  Code:  20256- S1 1111 

Recommended  upgrade: 

•  3-Yr  Same  Day  4-Hour  Response  24x7  Advanced  Exchange 
Service?2  add  $299 


POWERCONNECT™  5224*  SWITCH 


High-Performance  All-Gigabit  Managed  Switch 

•  24  Copper  Gigabit  Ports  Plus  4  SFP  Fiber  Uplinks 

•  Layer-3  Aware  Class  of  Sen/ice  Prioritization 

•  Advanced  Management  via  Browser  or  Industry-Standard  CLI 

•  3-Yr  Next  Business  Day  Advanced  Exchange  Service52  Standard 

as  low  as  $59/mo„  (46  pmts.30) 

E-VALUE  Code:  20256- S11121 

Recommended  upgrade: 

•  3-Yr  Same  Day  4-Hour  Response  24x7  Advanced  Exchange 
Service?2  add  $299 


switches  are  highly  interoperable,  scalable  and  perfect  for 
building  a  first-time  network  or  expanding  an  existing  one.  So 
bring  Dell's  cost-saving,  one-of-a-kind  performance  to  your 
LAN  and  start  playing  on  a  field  where  the  advantage  is  yours. 


Dell  PowerConnect  3348  Outperforms  the  Cisco  Catalyst  2950  by  48%  and 
3COM  SuperStack  3  Switch  4400  by  30%  in  Layer  2  Throughput  Tests.' 

Tolly  Group  Report  #2031 16 — September  2003 
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Better  network  solutions.  Easy  as 


D4LL 


Click  www.dell.com/switch  Call  1-800-822-1605 


Call:  M-F  7a-9p|Sat  8a-5p  CT  Pricing,  specifications,  availability,  and  terms  of  offer  may  change  without  notice.  Taxes  and  shipping  charges  extra,  and  vary,  and  not  subject  to  discounts.  U  S.  new  purchases  only,  Dell  cannot  be 
responsible  for  errors  in  typography  or  photography.  “This  device  has  not  been  approved  by  the  Federal  Communications  Commission  for  use  in  a  residential  environment.  This  device  is  not,  and  may  not  be.  offered  for  sale  or 
lease,  or  sold  or  leased  for  use  in  a  residential  environment  until  the  approval  of  the  FCC  has  been  obtained.  ^Monthly  payment  based  on  pre-rebate  price  for  48-month  60  Days  Same-As-Cash-QuickLoan  with  46  payments  at 
9.99%  interest  rate.  Your  interest  rate  and  monthly  payment  may  be  same  or  higher,  depending  on  your  creditworthiness.  If  you  do  not  pay  the  balance  within  60  days  of  the  QuickLoan  Commencement  Date  (which  is  five  days 
after  product  ships),  interest  will  accrue  during  those  first  60  days  and  a  documentation  fee  may  apply.  OFFER  VARIES  BY  CREDITWORTHINESS  OF  CUSTOMER  AS  DETERMINED  BY  LENDER.  Minimum  transaction  size  of  $500 
required.  Maximum  aggregate  financed  amount  for  paperless  acceptance  not  to  exceed  $25,000.  If  your  order  exceeds  $25K,  a  Dell  Financial  Services  rep  will  contact  you  to  process  your  documentation.  Taxes,  fees  and  shipping 
charges  are  extra  and  may  vary  Not  valid  on  past  orders  or  financing.  QuickLoan  arranged  by  CIT  Bank  to  Small  Business  customers  with  approved  credit.  “Technician,  replacement  part  or  unit  (depending  on  service  contract)  will 
be  dispatched  if  necessary  following  phone-based  troubleshooting  in  advance  of  receipt  of  returned  defective  unit.  Sen/ice  may  be  provided  by  third-party  provider.  Subject  to  parts  availability,  geographical  restrictions  and  terms 
of  sen/ice  contract.  Service  timing  dependent  upon  time  of  day  call  placed  to  Dell.  Defective  unit  must  be  returned.  Replacements  may  be  refurbished.  U.S.  only.  ’Tolly  Group  Report  #203116  was  commissioned  by  Dell.  Dell,  the 
stylized  E  logo,  E-VALUE,  and  PowerConnect  are  trademarks  of  Dell  Inc.  ©2003  Dell  Inc.  All  rights  reserved. 
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organizations,  publications  and  newsletters.  In  addition,  many 
industries  have  IT  publications  and  associations  focused  exclu¬ 
sively  on  their  particular  needs — retail  is  one  of  them.  Approach 
your  CIO  and  find  out  what  retail  and  IT-related  publications 
he  would  recommend  to  help  you  get  up  to  speed. 

Also,  to  get  a  good  general  management  perspective,  con¬ 
sider  approaching  some  of  the  IT  research  companies  such  as 
Gartner  and  Meta  Group,  two  industry  watchdogs  that  con¬ 
duct  in-depth  research  on  products,  services  and  trends. 

-Gerry  McNamara,  partner  of  Heidrick  &  Struggles 

Editor’s  note:  Two  of  our  online  resources  may  be  of  some  help — 
ClO.com’s  Executive  Summaries  {www.cio.com/ 'summaries) 
for  fast  insight  into  complicated  subjects  and  our  sister  publication 
Darwinmag.com,  which  aims  to  explain  technology  to  the  non¬ 
technology  executive. 

THE  TECHNOLOGY  GAP 

Q:  I  have  10  years  of  business  experience  in  a  top  investment 
banking  company.  The  past  four  years  have  been  primarily 
directed  toward  establishing  a  departmentwide  technology 
strategy,  building  a  Web  development  team  and  implementing 
a  global  data  warehouse.  I  have  an  MBA  from  a  top-20  school. 


Since  IT  and  finance  are  so  tightly  aligned,  having 
experience  in  both  areas  will  no  doubt  increase 
your  knowledge  and  understanding  of  how  your 
company  works. 


I  am  looking  to  move  into  a  CIO  role  in  the  next  three  to  five 
years.  Recruiters  tell  me  they  like  my  background  but  think  I 
need  more  technical  experience.  Given  my  background,  is  it 
better  for  me  to  focus  my  work  experience  on  technology 
areas  or  pursue  a  master’s  in  MIS,  or  both? 

A:  I  believe  you  have  the  best  educational  credential  you  need  to 
be  successful  as  a  CIO.  Your  top-ranked  MBA  says  that  you  are 
a  bright,  business-focused  individual.  An  additional  postgradu¬ 
ate  degree  is  unnecessary;  you  would  be  better  served  by  using 
available  time  to  attend  seminars  and  conferences  oriented 
toward  topical  concepts  and  practical  applications  of  technology. 
Regarding  your  experience  going  for¬ 
ward,  the  advice  given  to  you  by 
recruiters  implies  that  you  did  not  come 
up  through  the  technical  ranks  of  pro¬ 
gramming  and  systems.  If  that’s  the 
case,  you  should  spend  time  in  rota¬ 


tional  assignments  to  gain  firsthand  exposure — in  a  leadership 
role,  not  technical — to  those  facets  of  the  IT  function  you  have 
not  yet  had  a  chance  to  experience.  In  that  way,  you  can  round 
out  your  exposure  in  preparation  for  that  CIO  position. 

-Mark  Polansky,  managing  director  and  member  of  the  advanced 
technology  practice  at  Korn/Ferry  International 

REWARDING  VERSUS  REWARDS 

Q:  I  am  contemplating  taking  an  IS  director  position  in  a 
school  system.  If  I  go  into  the  educational  field,  will  I  be  able 
to  jump  back  into  the  private  sector?  What  challenges  are 
there  in  the  educational  field  from  an  IS  perspective? 

A:  A  move  into  the  educational  field  can  be  rewarding.  However, 
the  budget  constraints,  especially  in  the  public  school  system,  can 
be  limiting  in  terms  of  IT  investment.  If  you  are  highly  motivated 
to  make  this  change,  I  believe  you  will  be  able  to  move  back  into 
the  private  sector  after  a  few  years,  provided  that  what  you  have 
been  doing  for  the  school  system  is  mainstream  in  nature  and  will 
translate  into  the  business  world’s  problem-solving  needs.  -B.L. 


Have  a  Career  Question? 


Visit  the  online  CAREER  COUNSELOR  at 
www.cio.com/counselor  to  ask  our  experts 
your  questions  and  browse  their  answers. 

cio.com 


TOO  LATE  TO  MOVE? 

Q:  I  have  15  years  of  experience,  including  10  in  manufacturing. 
About  five  years  ago,  I  made  the  switch  into  IT.  Since  then  I  have 
been  managing  various  application  develop¬ 
ment  groups.  I  have  an  engineering  back¬ 
ground  and  an  MBA.  Where  do  I  go  from 
here?  I  like  IT,  but  am  I  starting  my  career  all 
over?  What  are  the  basics  I  should  be  putting 
in  my  toolbox  to  be  a  CIO  someday? 

A:  It  clearly  sounds  like  you  are  on  the  right 
track.  You  essentially  started  a  new  career 
path  five  years  ago  when  you  combined  new 
applications  development  skills  with  your 
experience  in  manufacturing.  Additionally,  your  academic  cre¬ 
dentials  of  an  engineering  baccalaureate  and  an  MBA  are  ideal, 
especially  in  a  manufacturing  company.  Going  forward,  you 
should  seek  out  projects  within  the  applications  development 
function  that  round  out  your  business  exposure,  be  it  in  finance, 
sales  and  marketing,  value  chain  or  operations.  Also  pursue 
assignments  and  opportunities  to  get  significant  exposure  to 
infrastructure  and  networking  as  well  as  additional  leadership 
experience  in  resource  management,  budgeting,  portfolio  man¬ 
agement,  IT  governance  and  the  like.  And  at  the  highest  level, 
keep  an  eye  focused  on  “The  Top  Ten”  attributes  (find  the  link  at 

www.cio.com/printlinks)  that  my  clients 
look  for  in  CIO  candidates.  -M.P.  BE] 


The  Web-based  Executive  Career  Counsel  col¬ 
umn  is  edited  by  Director  of  Online  Research 
Kathleen  Kotwica  ( kkotwica@cio.com ). 
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You  did  everything  right  but... 


If  your  IT  spending  isn't  aligned  with  the  business  strategy, 

you've  failed  the  company. 


Your  job  has  moved  beyond  just  technology — you 
need  to  embrace  your  company's  overall  business 
objectives.  Primavera  can  help.  For  20  years,  we've 
been  working  toward  the  ultimate  project  portfolio 
management  solution. 

Our  software  helps  you  prioritize  your  entire  project 
portfolio,  so  you  can  optimize  people,  projects,  and 
processes  to  stay  focused  on  business  goals. 


We  saved  a  Fortune  1 00  company  $1  5  million 
in  nine  months.  How  much  can  we  save  you? 

To  estimate  your  company's  potential  savings  with 
our  convenient  online  ROI  Calculator,  visit: 

www.primavera.com/ppm 


PRIMAVERA 


A 
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Trying  to  take  the  guesswork  out  of  implementing  an  ERP  or 
CRM  application  may  seem  like  an  impossible  task.  Between 
evaluating,  negotiating,  budgeting,  selecting,  and  executing 


Your  peers  grade  the  big 


4  ERP/CRM  vendors'  performance  on 


features,  ROI,  software  quality,  ease  of 


the  plan,  the  "unknowns"  can  seem  daunting,  and  the  process 


integration,  and  vendor  services. 


never-ending. 

TURN  TO  YOUR  PEERS  — who  have  walked  this  path  before 
you  — for  advice.  The  2002  ERP  and  CRM  Vendor  Scorecard 


Reviews  of  the  vendors  and 


verbatim  comments  from  your  peers  — 


both  pro  and  con— for  each. 


from  Peerstone  Research  captures  the  challenges,  benefits, 
and  advice  from  the  true  experts  — 163  Enterprise  Application 
users  — real  practitioners  whose  experience  will  help  you  make 
the  right  decision  for  your  enterprise. 

For  only  $795,  the  2002  ERP  and  CRM  Vendor  Scorecard  is 

delivered  right  to  your  desktop  giving  you  immediate  access  to 
the  information  you  need.  Looking  for  peer-based  ratings  for 
enterprise  software  Systems  Integrators?  See  our  companion 
report,  the  2002  Systems  Integrator  Scorecard.  Printed 
copies,  volume  pricing  and  site  licenses  available  — see  our  web 
site  for  more  information. 
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From  Inception  to  Implementation- IT  That  Matters 


Server-based 
computing  isold 
news,  but  users  find 
new  reasons  to 
keep  it  around 


Remote  Possibilities 

BY  TODD  DATZ 

MOBILE  COMPUTING  |  CIOs  face  a  double-edged  sword  when  it  comes  to  remote 
access.  The  good:  Workers  enjoy  the  benefits  of  telecommuting  from  their  homes  and  stay¬ 
ing  connected  while  on  the  road.  The  bad:  Security  can  be  compromised  as  data  and  appli¬ 
cations  live  on  lightly  protected  remote  machines,  help  desks  can  get  swamped,  and  new 
applications  or  updates  can  require  IT  staffs  to  download  applications  to  hundreds  or 
thousands  of  individual  PCs. 

One  way  CIOs  have  eased  the  headaches  is  through  server-based  computing  (SBC). 
Instead  of  sitting  on  laptops  or  PDAs,  applications  reside  on  servers.  Users  can  connect 
securely  to  those  apps  via  any  device,  and  when  an  application  needs  updating,  IT  staffers 
need  only  do  so  on  the  server.  In  addition,  apps  don’t  need  to  be  rewritten  to  work  with  par¬ 
ticular  devices — a  nice  dose  of  pain  relief  given  the  complex  legacy  environments  existing  in 
many  companies. 

There  are  potential  cost  benefits  to  SBC  as  well.  “Some  of  the  key  ones  are  reduced  sup¬ 
port  costs  for  the  applications  that  are  deployed,  fewer  and  shorter  help  desk  calls,  and  poten¬ 
tially  a  reduced  number  of  desktop  visits,”  says  David  Friedlander,  an  analyst  at  Forrester 
Research. 
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Low  Price,  High  Security 

Citrix  owns  most  of  the  server-based  computing  market.  Tarantella  and  Microsoft  mop  up  much  of 
the  rest.  But  there  are  a  couple  more  unusual  remote  access  options  IT  departments  can  consider. 

For  remote  terminal  access  on  the  cheap,  there's  the  Linux  Terminal  Server  Project.  The  proj¬ 
ect  began  as  a  successful  consulting  job  and  matured  into  a  movement  among  a  small  group  of 
Linux  programmers  who  felt  the  world  needed  an  alternative  to  high-priced  hardware  and  soft¬ 
ware  upgrades.  Users  of  the  freely  downloadable  product  get  remote  access  to  a  full-featured 
Linux  server,  allowing  them  to  run  both  Linux  and  Windows  applications  (the  latter  through 
Windows  emulation  software). 

ClearCube,  meanwhile,  takes  a  more  radical  approach  to  remote  access.  The  company, 
founded  in  1997  by  Andrew  Heller  and  current  CTO  Barry  Thornton,  set  out  to  reinvent  desktop 
computing.  Instead  of  moving  the  applications  to  servers  and  having  remote  PCs  connect  to 
them,  ClearCube  moves  the  entire  PC  to  a  central  location,  leaving  little  more  than  a  monitor,  a 
mouse  and  a  keyboard  on  a  user's  desk. 

The  PCs  are  housed  in  blades— super-slim  computers  that  hold  all  the  components  of  an 
entire  PC.  The  blades  live  in  a  cage— a  centralized,  stackable  chassis.  A  C-port  (command  port), 
about  the  size  of  a  VHS  tape,  then  connects  keyboard,  mouse  and  monitor  back  to  the  cage  and 
blades.  With  blades,  a  software  upgrade  for  a  couple  hundred  users  easily  becomes  an  overnight 
project,  says  ClearCube  CTO  Thornton.  And,  if  a  blade  fails,  ClearCube's  Switch  Manager  fea¬ 
ture  notifies  IS  via  e-mail  that  a  blade  is  down  and  allows  an  IT  manager  to  switch  a  user  to  a 
spare  blade. 

The  systems  also  solve  some  other  tricky  problems.  Guy  Fuller,  information  systems  manager 
of  Northwest  Memorial  Physicians  Group  of  Chicago,  uses  ClearCube  systems  to  avoid  bringing 
noise  and  heat  into  his  medical  exam  rooms,  for  instance.  As  an  added  benefit,  if  a  blade  goes 
down,  it  can  be  switched  outside  the  exam  room,  without  interrupting  patient  or  doctor.  -T.D. 


Legacy  Leader 

The  800-pound  gorilla  in  the  SBC  space  is 
Citrix,  which  owns  close  to  75  percent  of  the 
virtual  user  interface  software  market,  accord¬ 
ing  to  IDC  (a  sister  company  to  CIO's  pub¬ 
lisher).  Citrix  was  founded  in  1989  by  a  group 
of  IBM  developers  who  had  worked  on  OS/2. 
Their  goal  was  to  let  multiple  users  gain  access 
to  the  operating  system  from  multiple  devices, 
mainly  Unix  servers.  When  the  Internet  started 
to  take  off  in  the  mid-1990s,  however,  CIOs 
started  deploying  Citrix  software  to  secure 
access  for  their  mobile  users  and  to  provide  a 
greater  degree  of  application  centralization. 

For  years  Citrix  has  been  a  one-product 
company,  milking  its  cash-cow  MetaFrame 
software  and  its  partnership  with  Microsoft. 
The  backbone  of  the  product  line  is  the 
MetaFrame  XP  Presentation  Server,  which 
works  with  Windows  2000  and  2003  servers 
and  lets  workers  access  applications  using  any 
device,  including  machines  running  Unix, 
Macintosh  and  Linux  operating  systems. 
That’s  nice  for  cash-strapped  organizations 
that  may  not  have  the  budgets  to  buy  new 
computers — SBC  software  like  Citrix  can  run 
on  knuckle-dragging  Intel  386  processors  as 
well  as  the  latest  Pentiums.  Another  benefit  is 
that  it  works  in  heterogenous  environments. 
“The  mainframe  is  still  not  dead  and  never 
will  be.  Client/server  isn’t  dead — Web-based 
applications  haven’t  killed  it  off.  And  Web 
services  won’t  destroy  everything  before 
that,”  says  Bob  Kruger,  senior  vice  president  of 
product  development  and  CTO  at  Citrix. 


The  company  calls  its  network  protocol 
independent  computing  architecture  (ICA).  It 
consumes  approximately  5Kbps  to  10Kbps  of 
network  bandwidth  and  can  run  on  connec¬ 
tions  as  slow  as  1 4.4Kbps.  The  application  the 


user  sees  appears  as  if  it’s  running  locally,  but 
the  only  thing  being  sent  over  the  wire  are  key¬ 
strokes,  mouse  clicks  and  screen  updates. 

Maritz  Travel,  a  global  group  and  corporate 
travel  company,  has  been  using  MetaFrame 
software  since  1998.  Mobile  connectivity  was 


the  original  problem:  The  company’s  travel 
directors,  who  were  on  the  road  some  200  days 
a  year,  are  in  an  information-intensive  busi¬ 
ness — they  used  a  proprietary,  client/server  app 
to  help  them  get  people  to  meet  at  the  right  place 


at  the  right  time,  get  them  to  the  right  rooms 
and  so  on.  However,  it  often  took  them  four 
hours  to  download  the  old  application  over  a 
dial-up  connection,  and  screen-to-screen 
response  time  was  sluggish.  “It  got  to  the  point 
where  we  almost  refused  to  use  the  applica¬ 
tion  and  were  putting  things  on  paper,”  says 
Richard  Spradling,  CIO  of  Maritz. 

After  installing  MetaFrame,  application 
performance  increased  by  300  percent,  calls 
to  the  help  desk  fell  in  length  and  number,  and 
telecom  costs  dropped.  The  productivity  of  the 
travel  directors  increased  as  well.  Spradling 
also  began  installing  the  software  at  the  com¬ 
pany’s  business  travel  reservations  centers, 
many  of  which  are  in  corporate  locations. 
“We’d  have  an  application  server,  a  database 
server,  maybe  an  Exchange  server,  and  10 
workstations  at  a  client  location,”  he  says, 
adding  that  in  some  cases  he  was  even  forced  to 
install  servers  at  sites  with  j  ust  a  single  user.  He 
began  implementing  the  MetaFrame  software 


After  installing  MetaFrame, 
application  performance  increased 
by  300  percent,  calls  to  the  help 
deskfel  in  length  and  number,  and 
telecom  costs  dropped. 
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in  the  smaller  offices,  replacing  the  apps  on  the 
PCs  with  thin  clients  and  doing  away  with  the 
onsite  servers.  “We  really  only  need  a  router 
and  thin  clients,”  he  says.  So  far  the  software 
has  been  installed  in  25  offices  out  of  100; 
Spradling  says  his  staff  will  roll  it  out  to  about 
25  more  in  the  next  year  ( but  won’t  do  it  at  the 
larger  offices,  which  have  local  tech  support 
and  provide  backup  for  business  continuity 
reasons) .  “I  can’t  say  we’ve  saved  money  from 
a  hardware  perspective,  but  it’s  easier  to  main¬ 
tain,  and  [apps]  are  better  performing  at 
remote  locations,”  he  says. 

Spradling  points  out  that  his  company  put 
software  through  rigorous  usability  and  per¬ 
formance  testing  to  make  sure  that  there’s 
nothing  inherent  in  applications  that  cause 
them  to  function  poorly  in  a  Citrix  environ¬ 
ment.  “We’ve  had  browser-based  apps  that 
work  great  when  deployed  locally,  but  when 
deployed  across  Citrix,  we  would  see  a  deteri¬ 
oration  in  performance,  ”  he  adds,  noting  that 
things  that  cause  a  screen  to  change  a  lot — 


flashing  dots,  for  example — are  a  problem.  In 
those  cases,  his  team  will  modify  an  app. 

Some  of  Spradling’s  application  develop¬ 
ers  are  currently  piloting  MetaFrame  using 
wireless  devices.  The  plan  is  for  the  company’s 
travel  directors  to  perform  their  job — identify 
which  travelers  have  arrived,  move  people 
from  one  session  to  another,  for  example — 
using  PDAs  instead  of  laptops. 

Other  Players 

Microsoft  and  Citrix  have  been  partners  for  a 
long  time.  Microsoft’s  latest  offering,  the  Ter¬ 
minal  Server  component  of  Windows  Server 
2003  (which  incorporates  Citrix  technology), 
virtualizes  Windows-based  apps  to  a  variety 
of  computing  devices,  including  those  that 
can’t  run  Windows. 


But  while  Citrix  still  publicly  touts  Micro¬ 
soft  as  an  important  partner,  observers  say 
Citrix  execs  would  be  naive  if  they  weren’t 
watching  their  backs.  “You  could  say  the  two 
are  competing,  you  could  say  they’re  cooper¬ 
ating,  you  could  say  Microsoft  is  increasing 
what  it  feels  is  its  business,”  says  Dan  Kusnet- 
zky,  vice  president  of  system  software  research 
at  IDC.  Most  analysts  don’t  view  Microsoft  as 
a  threat  in  heterogeneous,  highly  distributed 
environments,  however.  And  Friedlander  says, 
“As  long  as  Citrix  can  drive  growth  in  the  mar¬ 
ket,  declining  market  share  relative  to  Micro¬ 
soft  isn’t  a  problem,  as  long  as  the  growth  is 
outpacing  that.” 

Tarantella,  like  Citrix,  offers  access  to  Win¬ 
dows,  AS/400,  Unix,  Linux,  Java  as  well  as 
mainframe  applications.  When  asked  how  he 
differentiates  his  product  from  Citrix,  CEO 
Doug  Michels  notes  that  “Citrix  is  a  good 
product,  but  we  think  it’s  very  centered  on  Win¬ 
dows  applications.  Where  we  win  is  when  the 
customer  has  a  heterogeneous  architecture.” 


The  company  recently  acquired  a  competitor, 
software  developer  New  Moon  Systems, 
which  will  help  it  expand  its  market  to  small 
and  midsize  businesses. 

Richard  Daddio,  the  assistant  superintend¬ 
ent  for  business  and  technology  services  for  the 
East  Williston  school  district  in  Long  Island, 
N.  Y.,  is  a  typical  school  administrator — that  is, 
he  continually  worries  about  providing  ever¬ 
more  costly  technology  services,  such  as  new 
classroom  computers  and  multimedia  soft¬ 
ware,  with  limited  funds.  At  his  previous  dis¬ 
trict  (Bellmore),  he  found  some  relief  with 
Tarantella’s  Enterprise  remote  access  product. 
“I  [had]  485  desktops  in  the  district.  For  me  to 
go  to  each  desktop  and  update  them  to  the  lat¬ 
est  version  of  Office  would  be  very  time- 
consuming  and  costly....  It’s  far  easier  for  us, 


TeleGrowth 

Number  of  U.S. 
emp  oyees  who 
worked  from  home 
during  business 
hours  at  least  one 
day  per  month 
has  doubled: 

1997 11.6M 

2003  23.5M 

SOURCE:  International  Telework  Association  &  Council 


and  a  greater  cost  savings,  to  deploy  through 
Tarantella.  ”  The  system  has  also  saved  on  hard¬ 
ware  costs.  “We  can’t  turn  around  computers 
every  three  years;  some  computers  are  5,  6,  7 
years  old.  With  Tarantella,  a  133  [MHz]  Pen¬ 
tium  machine  can  become  a  brand-new 
Pentium  machine,”  he  says. 

The  Bellmore  district  currently  uses  (or  has 
plans  to  use)  Tarantella  to  deploy  Microsoft 
Office,  a  grade  reporting  app  and  other  soft¬ 
ware.  Students,  teachers  and  district  employ¬ 
ees  access  the  applications  internally  through 
a  WAN  and  externally  via  an  Internet  connec¬ 
tion.  Daddio  looked  at  Citrix  but  chose  Taran¬ 
tella  based  on  price.  “It  was  about  50  percent 
less  for  the  same  functionality,”  he  says.  Dad¬ 
dio  says  that  he  is  currently  investigating 
Tarantella  for  his  new  district  as  well. 

However,  Tarantella  is  having  trouble  get¬ 
ting  its  message  out  to  the  masses.  “It’s  an 
excellent  product,  but  there  aren’t  necessar¬ 
ily  a  large  number  of  people  that  know  that,  ” 
Kusnetzky  says.  “If  it  can  ramp  up  its  mar¬ 
keting,  it  has  a  chance  [to  be  around]  for  a  long 
time.  But  if  it  continues  down  the  path  it’s 
on — the  path  being  that  it’s  largely  an  obscure 
company — that  obscurity  could  kill  them.” 

Vendors  Look  for  Growth 

Like  many  in  the  tech  sector,  SBC  companies 
have  taken  a  hit  as  CIOs  have  stopped  their 


“With  Tarantella,  a  133MHz  Pentium 
machine  can  become  a  brand-new 
Pentium  machine.” 

-Richard  Daddio,  assistant  superintendent  for  business 
and  technology  services,  East  Williston  school  district 
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once  freewheeling  spending  habits.  Revenue 
was  lower  in  2002  than  200 1  for  SBC  software 
vendors  as  companies  stopped  buying  new  sys¬ 
tems  and  looked  to  utilize  their  current  assets. 
But  slashed  tech  budgets  haven’t  been  the  only 
damper  on  growth  in  this  space.  Kusnetzky 
says  that  none  of  these  vendors  has  been  able 
to  convince  IT  decision-makers  that  its  prod¬ 
ucts  make  sense.  “  [The  products  are]  some¬ 
what  technical,  and  IT  decision-makers  are 
increasingly  businesspeople,  not  technolo¬ 
gists,”  he  says,  adding  that  SBC  vendors  need  to 
better  lay  out  the  business  case  for  their  soft¬ 
ware,  which,  he  adds,  is  good  technology. 

Kusnetzky  also  points  out  that  the  technol¬ 
ogy — as  a  standalone  product — currently  has 
a  window  of  opportunity  that  may  close  in  the 
future.  There  are  three  reasons:  First,  apps  are 
increasingly  becoming  Web-centric;  second, 
those  capabilities  could  begin  to  appear  in 
application  virtualization  environments  like 
BEA  or  WebSphere;  and  third,  operating  sys¬ 
tems,  such  as  Terminal  Server,  which  is  bun¬ 
dled  into  Microsoft  Server,  could  also  begin  (or 
continue  to)  incorporate  SBC  capabilities. 

Citrix  has  recognized  the  danger  of  contin¬ 
uing  down  its  standalone  product  path  and 
now  offers  MetaFrame  Access  Suite  in  an 
attempt  to  diversify  its  revenue  stream.  That 
includes  Secure  Access  Manager,  which  pro¬ 
vides  secure  sockets  layer  and  transport  layer 
security  (SSL/TLS)  access  to  Web  apps  with¬ 
out  the  need  for  a  VPN;  Password  Manager, 
which  allows  single  sign-on  for  apps  running 
on  Citrix;  Conferencing  Manager,  a  collabo¬ 
ration  tool  that  allows  people  in  different  loca¬ 
tions  to  share  apps;  and  MetaFrame 
Presentation  Server.  Tarantella,  meanwhile, 
hopes  its  acquisition  of  New  Moon  will  give  it 
a  revenue  boost. 

For  CIOs,  there  are  solid  reasons  to  consider 
SBC  products.  They  can  lower  hardware,  soft¬ 
ware  and  support  costs,  and  provide  secure 
access  to  applications.  But  for  the  vendors  in 
this  space,  patience — and  aggressive  market¬ 
ing  around  business  value — will  continue  to  be 
a  virtue  as  they  wait  for  that  often-forecast, 
never-arriving  uptick  in  tech  spending. 


Send  feedback  to  Senior  Editor  Todd  Datz  via 
e-mail  at  tdatz@cio.com. 


STORAGE  |  Previous  advances  in  small 
computer  system  interface  (SCSI)  technol¬ 
ogy  have  often  been  yawners  for  all  but  the 
purest  storage  afficionados:  a  little  band¬ 
width  boost  here,  a  few  extra  gigabytes 
there,  a  tad  more  performance  every  now 
and  again.  But  in  2004,  a  new  SCSI  stan¬ 
dard,  called  Serial  Attached  SCSI  (SAS), 
promises  to  take  the  venerable  storage 
technology  to  a  new  level— or  at  least  empty 
some  systems  of  all  that  cable  clutter. 

SAS  replaces  old-style,  inches-wide 
wire  ribbons  with  thin  connectors,  similar 
in  size  to  an  Ethernet  cable.  The  obvious 
benefit  to  the  new  design  is  improved  air¬ 
flow  through  ever-shrinking  system  enclo¬ 
sures.  But  the  slim  pathway  doesn’t  mean 
reduced  performance.  The  new  standard 
supports  throughputs  of  300MBps  (simi¬ 
lar  to  Ultra320  SCSI’s  320MBps)  with 
plans  for  600MBps  capability  waiting  for 
an  update  to  the  spec  next  year.  Reduced 
connector  size  will  allow  for  far  smaller 
drives,  suitable  for  server  blades  and  other 


tight  quarters,  such  as  laptops. 

One  of  the  most  interesting  new  additions 
will  be  SAS’s  compatibility  with  Serial  ATA 
drives.  SATA  drives  are  currently  available 
but  offer  lesser  performance  and  reliability 
compared  with  SCSI.  They  are,  however, 
significantly  less  expensive  per  gigabyte. 
Upcoming  SAS  adapters  will  let  users  add 
SATA  drives  to  an  SAS  system  to  match  their 
storage  needs.  Using  one  adapter,  a  server 
could  contain  a  few  dozen  SAS  drives  for  the 
most  critical  data  and  another  collection  of 
lower-cost  SATA  drives  for  backup,  archive 
and  less  critical  uses,  with  the  adapter  auto¬ 
matically  determining  what  type  of  drive  is 
attached  (SATA  adapters,  however,  will  not 
do  the  same  thing  for  SAS  drives). 

The  SAS  specification  was  slated  for 
final  approval  by  the  T10  group  of  the  Inter- 
National  Committee  for  Information  Tech¬ 
nology  Standards  before  the  end  of  2003. 
Products  based  on  the  standard  are 
expected  to  ship  by  the  middle  of  next  year. 

-Christopher  Lindquist 
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The  Naval  Air  Systems  Command  wanted  to  streamline  financials  and  cut 
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Lights  Out 

BY  ERIC  KNORR 

Do  catastrophic  power  failures  have  something 
to  teach  us  about  keeping  the  data  center  up 
and  running? 


UTILITY  COMPUTING  |  Utility  comput¬ 
ing,  a  grand  concept  endorsed  by  eveiy  big  tech 
company,  is  one  of  those  rare  futuristic  ideas 
that  enjoys  an  aura  of  inevitability.  Once  the 
big  pipe  reaches  everywhere,  why  not  pay  for 
computing  power  as  you  need  it  rather  than 
building  your  own  high-maintenance  data 
center?  Makes  sense  to  me. 

At  least  it  did,  until  the  lights  went  out  from 
Ohio  to  New  York  a  few  months  ago.  If  all  com- 
puting  power  were  woven  together  into  a 
massive  grid  and  a  disaster  the  scale  of  August’s 
blackout  occurred,  I’d  want  my  old  laptop 
back  in  a  hurry. 

Widely  deployed  utility  computing  is  decades 
away,  but  some  data  centers  are  already  starting 
to  embrace  utilitylike  principles,  preventing 
and  fielding  failures  of  individual  systems  as 
they  attempt  to  keep  the  whole  infrastructure 
intact.  So  I  wondered:  Are  there  any  caution¬ 
ary  lessons  to  be  learned  from  big  blackouts 
that  we  can  use  to  help  avoid  massive  data 
center  failure? 

Live  and  Learn 

To  answer  that  question,  I  called  up  Ric  Telford, 
IBM’s  director  of  autonomic  computing.  First, 
some  necessary  nomenclature:  “Autonomic 
computing”  is  an  IBM  phrase  that  refers  to  sys¬ 
tems  of  any  scale  that  self-configure,  self-heal, 
self-optimize  and  self-protect.  Grid  comput¬ 
ing,  on  the  other  hand,  can  be  defined  as  a  wide- 
area  cluster  (which  can  be  autonomic  or  not). 


Both  autonomic  and  grid  computing  are 
enablers  of  utility  computing:  If  you  can’t  get 
scalable  computing  power  over  the  wire  reli¬ 
ably,  you’re  not  going  to  pay  for  it. 

At  any  rate,  Telford  indulged  my  metaphor 
and  even  expanded  on  it.  “The  analogy  in 
computing  systems  is  Web  traffic,”  he  says. 
“You  think  about  9/11,  you  think  about  recent 
history  when  there  were  huge  changes  in  the 
influx  of  traffic,  and  a  lot  of  sites  that  prided 
themselves  on  being  highly  responsive  to  this 
kind  of  workload  fluctuation  failed.”  And 
handling  traffic  and  power  spikes  requires 
similar  preventative  measures. 

“What  the  power  grid  needed  was  what 
we’re  saying  computing  systems  need:  the 
ability  to  be  both  self-protecting  to  prevent 
failures  from  occurring  in  the  first  place  and  to 
be  self-healing,  which  is  the  ability  to  correct 
those  failures  when  they  occur,”  Telford  says. 
According  to  Telford,  self-protection  in  this 
context  means  that  “you  reach  a  point  where 
a  system  can  no  longer  optimize,  the  point 
where  you’re  at  the  edge  of  failure — where 
you  can’t  handle  the  spike.  What  can  you  do 
to  prevent  your  whole  system  from  going 
down?”  Part  of  the  answer,  he  says,  is  having 
an  embedded  routine  that  abandons  normal 
attempts  to  optimize  and  devotes  all  resources 
just  to  keeping  the  system  running.  By  con¬ 
trast,  the  power  companies’  self-protecting 
mechanism  “was  somewhat  drastic — an 
automatic  shutoff.” 


Problematic 


hould 

edto 


systems  s 
be  iso  a 
prevent  the  kind 
of  domino  effect 
that  doused  the 
lights  on  millions 
of  people. 


-Eric  Knorr 


When  failure  does  occur,  self-healing  should 
kick  in.  “That  didn’t  come  across  as  something 
the  power  grid  did  very  well  either,”  Telford 
says.  “ Once  a  particular  node  went  down,  what 
was  the  problem  with  it  just  being  able  to  bring 
itself  back  up  again?”  Problematic  systems, 
however,  should  be  isolated.  “If  a  failure  occurs 
in  a  database,  and  an  application  is  dependent 
on  that  database,  there’s  no  sense  in  keeping 
that  application  running  if  you  know  the  data¬ 
base  is  down.  It’s  just  going  to  potentially  rip¬ 
ple  more  failure,”  says  Telford. 

The  analogy  between  a  data  center  (or  a 
vast  future  network  of  data  centers  powering 
utility-based  computing)  and  the  power  grid 
is  imperfect  at  best.  But  Telford  agrees  that 
there  are  lessons  IT  can  learn  from  catastro¬ 
phes  on  both  fronts.  “At  every  interconnect,” 
he  says,  “a  CTO  should  be  asking  himself: 
What  are  we  doing  to  ensure  that  failure 
doesn’t  cascade  across  the  whole  system  ?  Are 
the  components  of  our  systems  self-protect¬ 
ing?  It  shouldn’t  be:  ‘Gee,  it’s  self  protecting — 
as  long  as  you  don’t  do  this.’” 


Eric  Knorr  ( eknorr@pacbell.net )  is  a  freelance 
technology  writer  based  in  San  Francisco. 
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IT'S  ALL  ABOUT  I.T.VALl 


This  is  the  event  for  GIOs  who  are  concerned  with 
articulating,  delivering  and  demonstrating  the  value  IT 
brings  to  the  enterprise.  While  some  pundits  say  IT  is  only  a 
commodity,  we  believe  IT  continues  to  be  at  the  forefront  in 
increasing  your  competitive  advantage.  To  give  you  more 
ways  of  looking  at  IT  value,  we  incorporate  research  and  case 
studies  from  Peter  Weill’s  work  at  MIT  Sloan  School  of 
Management.  We  put  you  together  with  CIOs  who  are  the 
winners  of  this  year's  CIO  Enterprise  Value  Awards. 

And  we  give  you 


the  opportunity  to  learn  from  each  other. 


visit  us  at  www.cio.com/conferences 


The  discussion  and 
information  exchange 
with  peers  is  invalu¬ 
able.” 


Robert  Odenheimer, 
SVP,  IT  Operations, 
Magellan  Behavioral  Health 


“The  content  presented 
by  Peter  Weill  was  an 
excellent  framework  to 
discuss  current  chal¬ 
lenges  with  a  very 
interesting 
peer  group." 

Chris  Acton,  Global  IS, 
RioTinto  Borax 


“Lessons  learned  are 
not  the  usual  aca¬ 
demic  fare,  but  the 
subtleties  of  the  cul¬ 
tural  and  technological 
minefields.” 

Evelyn  Lockett  Woods, 
EVP/CIO,  Joint  Commission  on 
Accreditation  of  Healthcare 
Organizations 


Call 

800.355.0246 
or  visit  us  at 
www.cio.com/ 
conferences 


Retreat  Moderator 

Peter  Weill 

Director,  Center  for 
Information  Systems 
Research,  MIT  Sloan 
School  of  Management 


The  Case 
Studies 

Peter  Weill  once  again  presents 
new  findings  and  case  studies 
from  work  with  hundreds  of 
Global  1000.  companies,  focus¬ 
ing  on  three  key  areas:  IT  infra¬ 
structure  for  strategic  agility, 
effective  business  models,  and 
IT  governance. 

>  IT  Infrastructure  for 
Strategic  Agility 

Strategic  agility— the  ability  to 
implement  new  business  initia¬ 
tives  quickly  and  cost  effectively 
—will  be  an  increasingly  impor¬ 
tant  capability  for  enterprises  in 
2004.  IT  infrastructure  is  one  of 
the  critical  platforms  required 
for  strategic  agility.  Investing  in 
the  right  infrastructure  at  the 
right  time  enables  rapid  imple¬ 
mentation  of  future  electroni¬ 
cally  based  business  initiatives 
and  cost  reduction  of  current 
business  processes— i.e.,  more 
business  value.  This  session 
presents  a  framework  for  senior 
executives  to  view  IT  infrastruc¬ 
ture  in  business  terms  and  to 
lead  in  making  investment  deci¬ 
sions.  Weill  illustrates  how  firms 
successfully  implement  and 
exploit  their  IT  infrastructures 
with  several  case  studies. 

>  Do  Some  Business  Models 
Perform  Better 

than  Others? 

In  an  increasingly  connected 
business  world  the  business 
model— what  a  firm  does  and 


how  they  make 
money— is  a  critical 
strategic  decision. 
Understanding  what 
business  models  are 
used,  how  they  are 
combined,  and  which 
are  most  successful 
is  important  for  every  senior 
manager.  In  addition,  firms 
implementing  each  model  use  IT 
differently— resulting  in  different 
IT  portfolios.  This  presentation 
provides  a  new  and  powerful 
way  to  analyze  a  firm’s  business 
model  and  then  think  about  the 
IT  needs. 

>  IT  Governance  Workshop 

In  response  to  strong  interest  in 
last  year’s  session  on  IT  gover¬ 
nance,  Weill  leads  a  workshop 
on  how  top  performers  govern. 
He  presents  case  studies  and 
insights  from  MIT  CISR’s  study 
of  effective  IT  governance  in  256 
enterprises  in  23  countries.  A 
framework  is  presented  in  this 
workshop  to  analyze  and  com¬ 
municate  governance,  illus¬ 
trated  with  cases  studies  of  top 
performers. 

>  Monday’s  Case  Study 
Workgroups 

Monday  at  lunch  we  divide  into 
small  groups  to  investigate  the 
link  between  business  strategy 
and  IT  infrastructure  in  a  new 
case  study.  The  case  is  based  on 
a  global  multi-business  unit  firm 
in  the  healthcare  industry  mov¬ 
ing  from  a  fully  decentralized 
approach  to  information  tech¬ 
nology  to  providing  some  firm¬ 
wide  IT  infrastructure.  The 
challenge  for  your  group  is  to 
advise  the  newly  appointed  CIO. 
Groups  will  report  back  with 
their  recommendations. 


The  Enterprise 
Value  Award 
Winners 

>  Conversations  with 
This  Year’s  Winners 

We  offer  breakout  sessions  with 
this  year’s  winning  organiza¬ 
tions.  It’s  your  chance  to  talk  at  a 
more  intimate  level,  discuss 
their  particular  case  in  more 
detail  and  take  away  lessons  you 
can  apply  to  your  own  organiza¬ 
tion  back  home. 

•  Academic  Management  Services 

•  Ace  Hardware  Corporation 

•  Chicago  Police  Department 

•  Continental  Airlines 

•  Dell  Computer 

•  Guardian  Life  Insurance  Company 
of  America 

•  Korn/Ferry  International 

•  Pfizer  Global  Research  & 
Development 

•  Procter  &  Gamble  Company 

•  Worldspan  LP 

>  The  Value  Proposition 

Our  panel  of  CIO  Enterprise 
Value  Award  winners  talks  about 
the  ongoing  difficulty  inherent  in 
demonstrating  and  delivering  IT 
value.  How  do  you  convince  your 
CEOs,  CFOs  and  COOs— who 
may  think  IT  is  just  a  commodity, 
a  utility— that  its  intelligent 
application  and  deployment  can 
and  does  indeed  bring  strategic 
value  to  the  business. 

>  Monday  Night’s  Gala 
Awards  Ceremony  &  Dinner 

We’ll  announce  the  winner  of  the 
Grand  CIO  Enterprise  Value 
Award— and  honor  all  the  win¬ 
ners  in  the  industry  categories  at 
a  black-tie  reception,  awards 
ceremony  and  dinner. 


The  Peer 
Networking 

CIOs  tell  us  it’s  as  important  to 
have  opportunities  to  meet 
informally  with  their  peers  as  it  is 
to  participate  in  the  Retreat 
sessions.  We  give  you  more 
opportunities  to  meet  and  learn 
from  more  of  your  peers  over 
three  days.  And  we’re  happy 
to  hook  you  up  with  other 
attendees  or  corporate  sponsors 
you’d  like  to  meet. 


This  year’s  Enterprise  Value  Retreat 
Awards  Ceremony  is  proudly 
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CONGRATULATIONS 
TO  THE  WINNERS 
OF  THE 2004 
CIO  ENTERPRISE 
VALUE  AWARDS! 


Academic  Management  Services 
Ace  Hardware  Corporation 
Chicago  Police  Department 
Continental  Airlines 
Dell  Computer 

Guardian  Life  Insurance  Company 
of  America 

Korn/Ferry  International 
Pfizer  Global  Research  &  Development 
Procter  &  Gamble  Company 
Worldspan  LP 

And  congratulations  to  this  year’s  runners  up! 

Health  Choice  Network 
Nortel  Networks  Corporation 

The  Office  of  the  Air  Force  Surgeon  General,  Air  Force  Medical  Services  Corp. 
Walker  Information 
World  Bank  Group 


Come  hear  directly  from  these 
winners  how  they  achieved  the  most 
value  for  their  companies  at  the 
Enterprise  Value  Retreat  and  Award 
Ceremony,  February  8-10,  2004,  at 
the  Trump  International  Sonesta 
Beach  Resort  in  Sunny  Isles,  Florida. 
(See  page  140) 

New  this  year,  the  winner  of  the 
Grand  CIO  Enterprise  Value  Award 
will  be  revealed  at  the  event,  as  well 
as  in  the  February  15th  edition  of 
CIO  magazine. 


This  year's  Enterprise  Value  Retreat  Awards 
Ceremony  is  proudly  underwritten  by 

<bmcsoftware 

Presented  by 
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COVER  STORY 
Extreme  ERP  Makeover 

By  Ben  Worthen  I  64 

ERP  vendors  are  urging  CIOs  to  rip  out 
the  multiple  systems  their  companies 
use  today  and  replace  them  with  one 
ERP  system — with  one  data  store — that 
serves  the  entire  company.  Single  instance 
may  be  more  achievable  now  than  it  was  in 
the  1990s  because  of  the  availability  of  band¬ 
width,  the  viability  of  enterprise-size  data¬ 
bases  and  lower  storage  costs.  But  it  still 
won’t  be  cheap:  AMR  Research  predicts  that 
moving  to  single  instance  will  cost  $7  million 
to  $12  million  for  every  billion  dollars  of 
revenue,  and  projects  will  take  one  to  three 
years.  Organizations  willing  to  plow  ahead 
regardless  will  see  their  total  cost  of  owner¬ 
ship  decline,  since  maintenance  costs  may  be 
lower  for  single  instance  than  for  multiple 
point  applications.  Also,  with  single  instance, 
all  of  a  company’s  financial  data  will  live  in 
one  application  and  will  originate  from  one 
source,  making  it  easier  to  comply  with 
Sarbanes-Oxley  requirements,  eliminate  con¬ 
solidation  errors  and  greatly  reduce  the  time 
it  takes  to  close  the  books.  Although  as  many 
as  65  percent  of  U.S.  companies  are  consider¬ 
ing  ERP  consolidation  as  part  of  their  efforts 
to  comply  with  the  new  financial  reporting 
requirements,  others  have  decided  to  stick 
with  multiple  apps  and  use  Web  services  as 
a  cheap  way  to  integrate  them. 


“The  systems  that  each 
business  unit  has  now 
work,  and  the  worst 
thing  to  do  is  throw  away 
what’s  working  in  order 
to  get  to  the  end-of-the- 
rainbow  utopia.” 

-LARRY  SHUTZBERG,  CIO,  ROCK-TENN 


At  Risk  Offshore  By  Michael  Fitzgerald  I  78 

THE  SURGE  IN  OFFSHORE  OUTSOURCING  opens  up  new  channels  of  industrial  espionage 
in  poor  nations  that  often  don’t  have  laws  protecting  foreign  companies — and  rarely  enforce  laws  that 
may  exist.  Court  cases  are  still  relatively  scarce,  but  the  first  prosecutorial  filing  for  outsourcing-related 
intellectual  property  theft  in  India  may  come  to  trial  by  year’s  end.  India,  obviously  eager  to  protect 
its  income  from  outsourcing,  is  scrambling  to  demonstrate  that  it  takes  foreign  intellectual  property 
seriously.  But  CIOs  and  CSOs  need  to  reexamine  their  own  contracts  to  make  sure  they  aren’t  at 
risk  of  becoming  the  test  cases.  Due  diligence  includes  checking  for  network  vulnerability  and  ensuring 
that  if  competitors  do  business  with  the  same  outsourcer,  there  is  no  contact  between  teams. 


41  Business  Units,  Nine  CIOs,  One  Standard  By  Stephanie  Overby  I  86 
TEXTRON,  A  $10.7  BILLION  GLOBAL  CONGLOMERATE  of  41  business  units,  is  spend 
ing  roughly  $320  million  to  create  an  IT  shared  services  organization  to  introduce  standards  and 
consolidation.  It’s  a  tough  challenge:  Each  Textron  company  has  its  own  IT  management  processes, 
pet  applications  and  disparate  technology  standards.  Nine  of  the  business  units  have  their  own  CIOs, 
and  each  business  unit  has  its  own  special  set  of  needs.  The  rules  of  thumb  will  be  to  start  small,  get 
successes  and  build  in  shared  services  only  where  appropriate.  Textron  identifies  three  critical  suc¬ 
cess  factors:  good  governance,  solid  relationships  with  the  businesses  and  total  compliance  to  the 
vision.  For  governance,  CIO  Ken  Bohlen  set  up  the  Information  Management  Council  populated 
with  corporate  and  business  unit  CIOs.  He  spends  about  65  percent  of  his  time  on  building  rela¬ 
tionships  with  IT  and  business  folks.  And  there’s  Textron’s  zero-tolerance  position  on  compliance: 
Everyone  must  make  whatever  investment  is  required  to  meet  the  new  enterprisewide  standards. 


How  to  Play  to  Your  Audience  By  Meridith  Levinson  I  96 

MANY  B2C  AND  B2B  E-COMMERCE  SITES  have  become  overloaded  with  information, 
leading  to  confused  navigation,  grandfathered  dead  ends  and  ultimately  frustrated  end  users.  Worse, 
the  site  might  be  playing  to  the  wrong  audience,  especially  if  the  business  model  has  changed  or  the 
audience  has  matured.  When  one  company,  Medco  Health  Solutions,  needed  to  update  its  website, 
it  used  a  process  called  persona-based  design,  which  puts  customers  at  the  center  of  discussions  on 
designing  user  interfaces.  Medco  Health’s  redesign  team  created  four  fictional  characters  whose  lives 
and  ailments  were  based  on  real  customers.  With  these  characters  as  a  focal  point,  Medco  developers 
worked  from  a  unified  perspective.  Using  this  method,  Medco  Health  found  fewer  problems  to  fix 
after  running  usability  tests.  The  real  return  on  the  redesign  has  come  from  retaining  existing  customers, 
attracting  new  ones  and  driving  sales. 


Case  Files:  No  Frills  Wireless  By  Michael  E.  Kanell  I  104 

THE  GREATEST  BARRIER  TO  ENTERPRISE  MOBILE  SOLUTIONS  is  identifying  the 
business  value.  Very  often,  companies  grapple  with  the  decision  to  integrate  the  latest  and  greatest 
wireless  connectivity  into  their  remote  solutions.  Chuck  Latham  Associates  made  the  decision  to  forgo 
real-time  wireless  connectivity  on  the  basis  of  its  business  requirements.  For  the  company,  which  cap¬ 
tures  product  merchandising  data  and  feeds  it  to  its  manufacturer  customers,  the  value  of  the  mobile 
solution  was  the  efficient  and  effective  collection  of  information,  rather  than  the  instantaneous 
transfer  of  that  information.  So  for  the  time  being,  a  PDA  mobile  device  for  capturing  product  data 
from  store  shelves  and  displays  is  the  right  technology  choice  for  the  company.  And,  who  knows — 
scheduling  challenges  for  its  remote  salespeople  could  be  addressed  by  a  real-rime  wireless  application. 
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It  takes  more  than  offshore  operations 
to  deliver  the  rewards  of  offshore  outsourcing. 

Keane’s  proven  delivery  model  consistently  improves  quality  while 
managing  risk  -  ensuring  the  cost  advantages  that  led  you  offshore  in  the 
first  place. The  proof:  over  20  years  of  successful  offshore  delivery. 

Learn  how  to  structure  your  application  outsourcing  initiative  for  success. 

Download  Keane’s  Offshore  Outsourcing  Checklist  at  www.keane.com/offshore/check 
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It’s  easy  to  send  your  applications  offshore. 
It’s  harder  to  get  something  back. 


KEANE 


ONSITE 


NEARSHORE 


OFFSHORE 


The  right  management  should  do  more  than  just  protect. 

It  should  also  enable. 

eTrust™  Security  Management  Software 

With  eTrust  security  management  software,  your  information  isn't  just  safeguarded  from  internal  and  external  threats. 
We  provide  authorized  customers,  partners,  and  employees  with  appropriate  access  that  can  help  your  business  grow. 
In  addition  to  securing  data,  eTrust  also  provides  a  single  view  of  your  security  environment,  so  you  can  make  real-time 
decisions  based  on  comprehensive  information.  If  you're  looking  for  ways  to  minimize  risk  while  maximizing  your 
potential,  or  to  get  a  white  paper,  go  to  ca.com/security. 
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